Factors that influence warranty costs at Volkswagen South Africa by Blignaut, Bevan Hyron
FACTORS THAT INFLUENCE WARRANTY COSTS AT VOLKSWAGEN SOUTH 
AFRICA
by
BEVAN BLIGNAUT
9919778
SUPERVISOR: PROF. PJW PELLE
CO SUPERVISOR: MISS TG BECK
Submitted in partial fulfilment of the requirements for the
degree of Magister Technologiae: Cost and Management Accounting
at the Nelson Mandela Metropolitan University
February 2013
i 
 
DECLARATION 
 
 
I hereby declare that this dissertation is an original piece of work, which is made available for 
photocopying, and internal library loan. This dissertation has not been previously submitted 
for assessment to another University or for another qualification. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
ii 
 
ACKNOWLEDGEMENTS 
 
This dissertation would not have been possible without the guidance, support, motivation, 
encouragement and the help of several individuals who in one way or another contributed and 
extended their valuable assistance in the preparation and completion of this study. 
 
The author would like to express his deepest gratitude and appreciation in particular to the 
following: 
• Professor PJW Pelle and Miss TG Beck, for their guidance, patience, support and 
constructive criticism throughout the phases of this dissertation, 
• my wife, Melanie for her kindness, continuous support, patience and encouragement  
through the years of study, 
• my parents, Ralph and Sharon, siblings Leanne and the late Denver for all the 
continuous moral support, tolerance and invaluable role they played during the years 
of study, 
• the Volkswagen of South Africa employees who took part in the survey which aided 
in the completion of this study, and 
• the Lord Almighty, for strength, guidance, blessings and protection throughout this 
study. 
  
iii 
 
ABSTRACT 
 
Driving a vehicle while it is within the warranty period provide customers with assurance that 
should a failure occur on the vehicle, there would be no financial obligation for the customer 
to repair the vehicle. For the manufacturer, it is a huge financial obligation to repair or 
replace components that fail on the vehicle. The research conducted in this study explores 
and identifies the main reasons for high warranty costs as well as the reasons that do not 
influence high warranty costs at VWSA. The purpose of this research is to provide VWSA 
with a potential starting point to reduce warranty costs and increase profits. 
 
The study revealed that the main cause of high warranty costs at VWSA was related to the 
quality of vehicles. By improving the quality of vehicles produced, VWSA could reduce a 
significant portion of the warranty costs it spends each year. With reduced warranty costs, 
VWSA could increase the warranty period and thereby attract more customers to purchase 
VW products. In a cutthroat automotive industry, this would ensure a competitive advantage 
over rivals; maintain longevity, increase profits and continued success.  
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CHAPTER 1 
INTRODUCTION 
 
Volkswagen of South Africa (VWSA) consists of various departments in Sales and 
Marketing. National Service is one of these departments, which consists of different sub 
departments namely Customer Interaction Centre (CIC), Service Marketing, African Market, 
Training and Dealer Support, Warranty, and Maintenance Plans. The CIC provides customers 
with a means of contacting VWSA with queries of any nature. Service Marketing is 
responsible for strategic planning and service programmes. The African Market provides a 
service portfolio to service and develop the African Market other than South Africa. Training 
and Dealer Support includes the operations of the service garage, product support, service 
training and dealer coaching which includes training, systems, equipment and technical 
queries. The Warranty and Maintenance Plans Department is responsible for the 
administration of warranty and maintenance plans issues as well as the control of the 
warranty and maintenance plans budget. 
   
This study will focus on the Warranty and Maintenance Plan Department. See annexure A for 
a hierarchy. The Warranty and Maintenance Plans Department is a very lucrative business in 
the automotive industry and within VWSA and in recent years the company placed much 
emphasis on this department. Part of PSA Peugeot Citroën’s group strategy and ambition for 
2010 to 2015 is a cost-cutting programme in order to reduce warranty costs by half (Pudenz, 
2009). While this department can be quite a profitable business or department, it could yield 
huge losses for the organisation if it is not managed properly. In a Wall Street journal, 
according to White (1999), it was stated that General Motors (GM) spends about $3.5 billion 
a year paying dealers to repair breakages on GM vehicles.  
 
Towards the end of 2008 and the beginning of 2009, the automotive industry suffered a 
recession. There is no getting away from the fact that 2008 has been an extremely difficult 
time for most people in the said industry. From car sales falling dramatically in the wake of 
financial market crashes and the credit crunch to the value of used cars reducing significantly, 
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the industry experienced turmoil, job losses and struggles during the year (Burdett, 2009). All 
motor manufacturing companies’ sales were dropping and these companies were seeking 
methods to reduce overheads. In such difficult times organisations investigate the use of 
untraditional methods to reduce costs. Some organisations offered voluntary severance 
packages to employees, others simply retrenched employees, a number of businesses closed 
for a few weeks and some even forced employees to take leave. VWSA implemented a cost-
saving factor called open task. Open task enforces each department to meet this particular 
saving over and above targets that were set. 
 
VWSA has an ideas management programme that aims to uncover cost reduction 
opportunities. According to Burdett (2009), the year 2009 was tough for the motor trade and 
indeed most other industries, but managing costs assisted through these difficult times. Liker 
(2004:72) asked many of the Toyota managers he interviewed if cost reduction is a priority 
and they just laughed. The answer amounted to “you haven’t seen anything until you’ve 
experienced the cost consciousness of Toyota – down to pennies” (Liker 2004:72). One could 
adopt various methods in managing and reducing costs. Before attempting to reduce costs, 
one has to identify the causes for increased costs. This study identified possible causes that 
increases warranty costs to VWSA to highlight potential starting points to reduce warranty 
costs at VWSA. One of the obstacles that increases warranty costs is the lack of 
communication between critical areas within the Warranty and Maintenance Plans 
Department. 
 
According to Barkai (2006a), original equipment manufacturers (OEMs) and suppliers must 
abandon their isolated and insular mentality. They must open their processes and data 
exchanges, and implement a quality-warranty collaborative “quality management network” to 
share early warning signs, perform root cause analysis, optimize response, and turn lessons 
learned into sustained knowledge. They need to create an environment to operate and 
communicate under a unified framework that provides access to all relevant information and 
applications while protecting core businesses and strategic interests (Barkai, 2006a). In this 
same way, the various areas within the warranty department should work collaboratively to 
reduce the huge warranty costs experienced by VWSA. 
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Where success is concerned, people are not measured in inches, or pounds, or college 
degrees, or family background – they are measured by the size of their thinking (Schwartz, 
2008). Thinking away from the norm could be the answer to reducing costs in the Warranty 
and Maintenance Plans Department. It is important that research be conducted or existing 
research be expanded to explore different alternatives available to manage and reduce costs. 
 
1.1 PROBLEM STATEMENT 
The sheer size of warranty costs and its direct influence on the bottom line profit is a major 
problem at VWSA and requires careful and pro-active management to reduce these huge 
costs and ensure the continuous profitability of the company. 
 
Survival in the modern business world is about understanding and managing the drivers of 
cash flow (McCallion & Warner, 2008:2). Identifying and understanding the various causes 
that influence warranty cash flow should provide a strong foundation for warranty cost 
reduction to VWSA. Before one attempts to reduce warranty costs, a solid understanding of 
what drives these costs is imperative. It could provide a starting point for a process of 
warranty cost reduction. 
 
There are various reasons for increased warranty costs. These reasons could be related to the 
quality of cars, customers’ driving habits, road and weather conditions and even dealer and 
customer dishonesty. It could also be that employees are not adequately trained to perform 
their work in the warranty department. This study investigated the various causes for 
increased warranty costs. 
 
VWSA pays out huge funds for warranty issues on Volkswagen cars on a daily basis. 
Identifying the reasons for these costs would assist VWSA in reducing the warranty costs 
experienced. These causes would identify which issues to target when implementing a 
warranty cost reduction strategy. Before VWSA embarks on a warranty cost reduction 
strategy, it is therefore important to identify the reasons for high warranty costs. These causes 
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of high warranty costs have not been formally investigated by VWSA and this study would 
aim to provide these causes. 
The research question that arises is: 
What are the various causes of high warranty costs at VWSA? 
 
1.2 RESEARCH OBJECTIVES 
1.2.1 Primary objective 
The primary objective of this study is to identify the various causes for high warranty costs at 
VWSA. 
1.2.2 Secondary objectives 
In addition to the above-mentioned primary objective, the following secondary objectives 
were pursued. 
• To determine the highest to lowest ranked causes of high warranty costs to VWSA. 
• To determine whether quality has an influence on warranty costs at VWSA. 
• To determine whether qualified and trained staff versus non-qualified staff processing 
the warranty claims at dealers have an influence on warranty costs. 
• To determine whether technically inclined versus non-technically inclined claim 
assessors have an influence on warranty costs at VWSA. 
• To determine whether customers' driving habits have an influence on warranty costs 
at VWSA. 
• To determine whether seasonality has an effect on warranty costs at VWSA. 
• To determine whether the road and weather conditions have an influence on warranty 
costs at VWSA. 
• To determine whether customer and dealer dishonesty have an influence on warranty 
costs at VWSA. 
• To determine whether the geographical area in which a vehicle operates have an 
influence on warranty costs at VWSA. 
• To determine whether customer satisfaction and retention have an influence on 
warranty costs. 
• To determine whether dealer profitability targets have an influence on warranty costs.  
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Ultimately, this study identified the highest impacting causes for warranty costs at VWSA to 
provide a foundation for warranty cost reduction. To complete the above-mentioned research 
objectives, a quantitative research was pursued. 
1.3 RESEARCH DESIGN 
1.3.1 Research methods 
To gain an understanding of the actual causes of high warranty costs at VWSA the following 
research methodology was adopted.  
• A comprehensive analysis of warranty text books, past dissertations and journals on 
warranty, and articles regarding this topic posted on the World Wide Web was carried 
out. The main purpose of this analysis was to comprehend what studies regarding this 
topic has been conducted. This assisted in generating the questionnaire. 
• To obtain a thorough understanding in unravelling the causes of high warranty costs 
in the warranty department, one independent empirical survey was conducted. 
• The survey comprised a questionnaire directed at the following departments: 
 Training and Dealer Support 
 Customer Interaction Centre (CIC) 
 Warranty and Maintenance Plans 
 Service Marketing 
 Quality Assurance 
 After-Sales Service. 
Even though there were six departments involved in this study, one standard set of questions 
was used in the questionnaire. The questionnaire was distributed via Survey Monkey. Survey 
Monkey is an online tool that enables researchers to create online surveys. A link to the 
survey was distributed to employees working in the departments specified above. The link to 
the survey was https://www.research.net/s/XQ5GZLV. 
 
The above questionnaire was subject to ethics clearance from the NMMU Ethics Committee. 
Once all the questionnaires were completed, the information was analysed, documented and 
presented in tables and charts. 
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1.4 RESEARCH METHODOLOGY 
1.4.1 Research paradigm 
A paradigm is a set of explicit and implicit assumptions about how research should be 
conducted in the pursuit of scientific knowledge (Hackley, 2003:93). 
1.4.1.1 Positivistic Paradigm 
The positivistic approach seeks the facts or causes of social phenomena, with little regard to 
the subjective state of the individual (Collis & Hussey, 2003:52). Therefore, a positivistic 
approach does not allow the researcher to influence the outcome of the study. It is solely 
based on facts.  
 
This study of identifying various causes for high warranty costs followed a positivistic 
approach mainly because the researcher is an employee at VWSA and more importantly, an 
employee in the Warranty and Maintenance Plan Department. This also assisted to extinguish 
any questions regarding the reliability of the study. The main features of a positivistic 
paradigm are that they produce quantitative data, it is concerned with hypothesis testing, the 
data is highly specific and precise, the reliability is high and it generally uses large samples. 
1.4.1.2 Phenomenological paradigm 
The phenomenological paradigm is concerned with understanding human behaviour from the 
participant’s own frame of reference (Collis & Hussey, 2003:53). Anti-positivists argue that 
the researcher is part of social reality. In other words, even though the researcher is 
conducting a study, his / her views should also be taken into account. The main features of a 
phenomenological paradigm are that it produces qualitative data, it is concerned with 
generating theories, the data is subjective, the reliability is low and it tends to use small 
samples. Phenomenological research assumes a socially constructed reality; positivism 
assumes that reality is external and objective (Hackley, 2003:111). 
1.4.2 The sample 
Stratified random sampling is the method that this study used. The logic behind stratified 
sampling is to use known characteristics of the population during sampling in order to 
increase the likelihood of selecting a representative sample (Thomas, 2004:107). The sample 
was directed at VWSA employees in the Group Service Department, which included the 
Warranty Department, Service Centre and the Customer Interaction Centre. It included 
7 
 
managers, supervisors and operational staff. The link to the questionnaire was distributed via 
email to the relevant employees. All employees included in this study had access to email. 
1.4.3 Data collection 
One of the main steps in research is the collection of data. There are various methods 
involved with the collection of data namely: 
• Diaries: used to keep record of what people / participants do, think and feel. This is 
done on a daily basis. 
• Focus Groups: this method is used to get information with a group of people who 
have a common involvement with a certain topic. 
• Interviews: in interviews, selected participants are asked questions about the desired 
topic to gather their views and opinions. 
• Observation: this method entails observing the behaviours and traits of individuals or 
groups on a certain topic. 
• Protocol Analysis: In this method, a researcher identifies a problem to the participant 
and the participant explains verbally how he / she would go about solving the 
problem. The researcher then records what is said. 
• Questionnaires: A questionnaire is a list of carefully structured questions, chosen after 
considerable testing, with a view of eliciting reliable responses from a chosen sample 
(Collis & Hussey, 2003:173). 
Questionnaires were the main method that this study adopted. The questionnaire was 
approved by the Nelson Mandela Metropolitan University Ethics Committee. There are 
various methods in distributing questionnaires, namely: 
 
• Email: This is accomplished by distributing an email with a cover note explaining the 
significance of the research questionnaire. Included in the email is a link to an online 
survey. This study used this method of distributing the link to the questionnaire. 
Emphasis was placed on the confidentiality of answered questionnaires as well as 
anonymity of the respondents. This was sent to managers, supervisors and operational 
staff at VWSA. 
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• By Post: This involves an envelope including a covering note, explaining the 
significance of the research questionnaire, the physical copy of the questionnaire to be 
completed, as well as a prepaid envelope with the return address on it. This study did 
not use this method of distributing the questionnaire. Generally, the response rates via 
post are quite low. One method of ensuring a high response rate would be to keep the 
questionnaire quite short and by using closed questions. A closed question has various 
possible answers listed for the respondent from which to choose. 
 
• Face to Face: This is accomplished by physically sitting with the respondent and 
completing the questionnaire with him or her. The main advantage of using this 
method is that the response rate is high and that comprehensive data can be collected. 
In addition, if the respondent is not clear on a particular question, it could be clarified 
while conducting the interview. 
1.4.4 Data analysis and interpretation 
Data analysis involves working to uncover patterns and trends in data sets; data interpretation 
involves explaining these patterns and trends (Egger & Carpi, 2008). Once all the completed 
questionnaires were collected, it was grouped. All data collected was captured in a database 
which assisted in the analysis of the data. Thereafter, analysis and interpretation of the data 
began. Missing data was one of the obstacles in data analysis and interpretation. One method 
to handle this was to exclude the entire observation if it was missing a value for any variable 
in the analysis – this method is called list wise deletion (Schoenbach, 2004:459). This study 
used wise deletion. Imputation is another method one could use. Earlier methods of 
imputation, now out of favour, include replacing each missing value by the mean or median 
for that variable (Schoenbach, 2004:460). The main advantage of imputation is to increase 
statistical efficiency. Respondent’s job level was categorised in a graphical format, using a 
bar chart, pie chart and table. A count of the various answers was documented and displayed 
in a graphical format. Furthermore, a count of the various answers per job level was 
displayed. 
 
The data that was collected was quantitative in nature so to summarize it, descriptive 
statistics was used. The number of variables in one’s study decides which data analysis to 
9 
 
use. If the study consists of a single variable, one would use univariate data analysis, two 
variables, bivariate analysis would be used. This study used multivariate analysis, as it had 
more than two variables in the study. 
 
There are also various measuring tools that this study used namely: 
• Mean: this was useful to calculate the average of a frequency distribution. 
• Medium: this was useful to identify the mid-point of the results. 
• Mode: this calculated the most frequent occurring value in a frequency distribution. 
 
1.5 SCOPE OF THE STUDY 
This pragmatic study limited itself to VWSA employees in the Group Service and Quality 
Assurance Departments. Even though the study was limited to VWSA, it could however be 
useful for other companies in the motor industry. Systems would vary from company to 
company, but in terms of highlighting the possible causes of high warranty costs, this study 
could be relevant. 
 
There were various reasons why this study was focused on VWSA namely: 
• To demonstrate that even in successful organisations, there is always room for 
improvement. 
• To identify to VWSA an opportunity to reduce warranty costs. When a particular 
industry is experiencing a recession, this could be a helpful tool.  
• To make a difference within VWSA. 
• It is situated in the Port Elizabeth / Uitenhage area, so it was less expensive to reach 
these employees. 
 
1.6 THESIS OUTLINE 
The plan of this thesis was as follows: 
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Chapter 1 included the introduction, the problem statement, research objective, research 
design and methodology, the scope of the study, previous research on this topic and the plan 
of the dissertation. 
 
Chapter 2 provided a brief overview of Volkswagen South Africa. 
 
Chapter 3 comprised the literature review and identified possible problems and issues that are 
driving the costs in the Warranty and Maintenance Plans Department.  
 
Chapter 4 dealt with the research methodology, which included the selection of the sample, 
issues regarding data reliability and validity and the extent of the response. The 
questionnaire, which was based on chapter 3, was also formulated. 
 
In chapter 5, the empirical results from the questionnaires was presented, analysed and 
summarised. The final summary and conclusion was also presented. 
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CHAPTER 2 
OVERVIEW OF VWSA 
 
World-class people, producing world class quality products for satisfied customers around the 
world. This is Volkswagen’s vision statement. Volkswagen’s core business is manufacturing 
cars. This well-known company officially opened on 18 February 1949 under the name of 
South Africa Motor Assemblers and Distributors (SAMAD). Just over two years later, on 31 
August 1951, the first Beetle was produced. In the year 1956, Volkswagen AG bought a 
controlling interest in SAMAD, and in 1966, the company was renamed to Volkswagen of 
South Africa (VWSA). VWSA is situated in the Eastern Cape, close to Port Elizabeth in a 
small town called Uitenhage. Forty four years later, this successful company continued  
producing quality cars, yielded profits, made news, contributed to the metropole it resides in, 
the community and the economy, despite increased competition from existing and new car 
manufacturers. 
 
2.1 VWSA BRAND CLAIM: DAS AUTO 
Volkswagen is a strong, enduring brand, with a rich history and heritage. This heritage began 
with the legendary Beetle, which made motoring history in the 1950s by providing affordable 
transport to millions of people. Since then, Volkswagen cars have successfully become 
benchmark vehicles in their respective categories – from six generations of Golfs, to the 
beloved Kombi and the amazing Touareg. Likewise, technological advancements such as 
DSG®, TSI, TDI and BlueMotion have set new standards, illustrating Volkswagen’s 
innovative nature (http//www.vwsa.co.za, 2012). 
 
Volkswagen’s brand claim, ‘Das Auto’, unveiled at the Frankfurt Motor Show in September 
2007, was implemented by Volkswagen Group South Africa in January 2008. ‘Das Auto’, 
which literally means ‘The Car’, is a positive and bold brand claim that expresses the 
company’s ambitious nature. This change marks a crucial milestone in the development of 
the Volkswagen brand, and underlines the group’s vision for the future to be the most 
innovative volume brand in the world. Global alignment to the German language claim will 
12 
 
uphold and communicate the strength and consistency of the Volkswagen brand throughout 
the world (http//www.vwsa.co.za, 2012). 
 
Volkswagen builds people’s cars that set standards and have helped define whole 
generations’ attitude to living. Volkswagen makes its innovations available to everyone and 
never stops anticipating tomorrow. ‘Das Auto’ articulates this, and is an enduring long-term 
brand pledge that will grow and strengthen the brand into the future (http//www.vwsa.co.za, 
2012). 
 
2.2 DEPARTMENTS 
Each employee at VWSA is assigned to a specific area, dedicated to do a specialised task 
during work hours. These specific areas are referred to as departments. There are various 
departments within VWSA and a brief list of the main ones, with a short explanation of the 
role each plays in the company will be elaborated on. Departments can consist of sub 
departments. In these cases, we refer to a main department and a sub department. 
2.2.1 Office of the MD 
The managing director (MD) of any company has the most important task in an organization, 
and that is no different at VWSA. The MD is responsible for leading and managing the 
company in the best way he / she sees fit. The Volkswagen of South Africa Management 
Board comprises a managing director, four executive directors and one non-executive 
director. Each of the executive directors reports to the managing director and oversees a 
specific portfolio (viki – VWSA intranet, 2012). VWSA also consists of a Top Management 
Forum and these members are part of the Board of Management. They report to their 
respective directors and managing director. The four executive directors consists of the 
finance director, sales and marketing director, human resources director and the corporate and 
government affairs director. 
2.2.2 Finance Department 
The finance executive director oversees the Finance Department that is quite an integral 
section of the company. Every action that is taken in the company has some kind of financial 
impact to it; therefore, the finance role spreads into all other departments. Treasury, Legal, 
Finance Controlling, VW Transport and Information Services are sub departments of the 
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Finance Department. Treasury includes the functions of the company secretary, legal matters, 
financial administration, tax, financial accounting, banking, payrolls and insurance. The 
Legal Department is responsible for all legal matters excluding employment and labour 
related issues. Five sub departments’ forms part of the Finance Controlling Department. 
These are the: 
• Strategic Finance Planning Department: the focus of this area would include the 
planning round, forecasting, budgeting and actual results analysis. 
• Technical Controlling: this is the finance contact department for the purchasing, 
production, logistics, product engineering and quality areas. All financial reviews, 
capital budgeting, overheads, indirect manpower, direct labour productivity, purchase 
price analysis, localisation, component export business, FMC forum, ForMotion plus 
and open task falls within the scope of this area for the responsible divisions. 
• Sales and Marketing Controlling: this area controls marketing including parts, 
accessories, motorsport, communications, human resources, administration, finance 
and government affairs. All financial issues pertaining to these areas including 
financial reviews, capital budgeting, overheads, marketing input for scheduling 
council, pricing issues, warranty and maintenance plan fund issues and all foreign 
built unit import project studies falls within the scope of this area. 
• Vehicle Profitability Management: this area is responsible for carrying out studies 
concerning future vehicles to be locally produced as well as profitability analysis of 
vehicles that are currently being locally produced. 
• Management Accounting: the focus of this area includes vehicle costing, inventory 
accounting and control, component export costing, Motor Industry Development 
Programme (M.I.D.P.), accounting, overhead and capex accounting.   
VW Transport is responsible for negotiating international and national transport rates for all 
models. It is also responsible for ensuring that customs clears all goods in a timeous manner 
and with due regard to legislation for exported and imported vehicle components. 
Information Services Department includes the support for all divisions in the company, 
infrastructure and the development of information systems. 
2.2.3 Sales and Marketing 
The Sales and Marketing Department consists of many sub departments. The most relevant 
sub department to this study is located here. The Warranty and Maintenance Department 
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plays a key role in sales and marketing. All vehicle sales and marketing strategies are 
conducted by this department. Volkswagen’s main source of income is accomplished by the 
selling of the vehicles they produce, so this department is quite significant to the company. 
 
The most important responsibilities of the Volkswagen Sales and Marketing department are 
the following: 
• Sales strategies and incentive programs. 
• The achievement of market share objectives and sales volume targets. 
• The enhancement of corporate, government and rental sales. 
• Improving the brand image and communications through various channels e.g. 
television, press and radio advertisements. 
• The on-going improvement of dealer sales and marketing capability and operations. 
• Promotions, sponsorships and events, e.g. Bay United, Freshly Ground. 
• Product planning which includes model innovations and additions. 
• Continuously ensuring customer satisfaction. 
• To grow the VW and Audi share of special market purchases. 
• Develop and implement effective sales strategies with rental, corporate and 
government. 
• To support VWSA overall marketing strategy and profitability. 
2.2.4 Internal Audit 
Volkswagen of South Africa has an Internal Audit Department that is an independent, 
objective assurance and consulting activity formed to add value and improve the 
organisations operations. It helps the organisation accomplish its objectives by bringing a 
systematic, disciplined approach to evaluate and improve the effectiveness of risk 
management, control and governance processes (Institute of internal auditors, 2012). 
Volkswagen of South Africa’s Internal Audit department’s mission statement is; To establish 
clear customer requirements, focused on reducing risk and cost, by acting with integrity and 
professionalism in providing a consulting and assurance service, which delivers innovative, 
creative business solutions, resulting in sustainable actions and recommendations that are 
practical and value adding, supporting the corporate vision. 
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2.2.5 Human Resources 
The Human Resources (HR) Department is responsible for the recruitment of professional 
and classified employees, benefits management, salary administration, job classification, 
training, development, records management, employee relations, and human resources 
information systems (http://www.tmcc.edu/hr/, 2012). The aim of the HR department within 
VWSA is to develop and maintain a skilled and motivated workforce, which works as one 
team to achieve corporate goals and world class standards, within a work place characterized 
by open and honest two way communication, high levels of empowerment and trust, with 
effective training and development programs which provide opportunities for employees to 
advance to their full potential, within the framework of the Corporate Employment Equity 
Plan (viki – VWSA intranet, 2012). 
 
Broad-Based Black Economic Empowerment (B-BBEE) is a coherent and comprehensive 
government programme to redress the imbalances of the past and promote access to 
opportunity, resulting in economic growth through inclusion. Transformation within VWSA 
is driven by their mission to ensure: 
• Transfer of assets, knowledge and management competency 
• Active participation by black people in decision-making 
• Skills development 
• Socio-economic growth through inclusion 
In VWSA’s commitment to sustainable transformation, they have fully embraced the spirit 
and letter of the Codes of Good Practice, demonstrated by the fact that Volkswagen Group 
South Africa has achieved a Level 4 B-BBEE rating in 2009 (http//www.vwsa.co.za, 2012). 
2.2.6 Production 
The heart of VWSA lies in the Production Department. This is where the actual production of 
Volkswagen vehicles takes place as scheduled by marketing. A car goes through various sub 
departments within the Production Department before the completed product is 
accomplished. These sub departments are: 
• Press shop – Flat metal sheets are pressed in this department. Various body parts of 
vehicles are moulded here. 
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• Body shop – This is the area where the complete body is assembled. 
• Paint shop – The complete body of the vehicle is spray painted with pre-determined 
colours in this area, 
• Final assembly – This area is responsible for all finishing of the vehicle. It involves 
installing the carpets, seatbelts, dashboards, rubber fittings, engine, exhaust system, 
handbrakes, brakes, wheels, bumpers, windows, mirrors, speakers, seats, etc. Wheel 
alignment testing takes place here too. This area’s last function is the audit of the 
completed vehicle. If everything is in order, the vehicle is signed off (viki – VWSA 
intranet, 2012). 
2.2.7 Logistics and Purchasing 
The Logistics Division is responsible for the inbound logistics of the company. In order to 
meet the company targets for costs, quality and schedule, the following primary processes are 
performed: 
• Production program planning 
• Production scheduling and control 
• Maintenance and control of the manufacturing bills of material 
• Ordering and controlling components from overseas and local plants and suppliers 
• The warehousing of line-feed components 
• Logistics planning - design and implementation of facilities and processes. 
The Purchasing Division and Logistics Division work closely together and support the 
Production Department. The Purchasing Department is split up into two main areas namely 
the non-production purchases and production purchases. One of the most important 
responsibilities of these areas is to select competent suppliers to purchase from (viki – VWSA 
intranet, 2012). 
 
2.3 PRODUCT 
Volkswagen as a group produces quite a variety of cars. Only two types of cars are produced 
at the VWSA plant. This was not always the case. During 2008, VWSA operated three 
different platforms and produced five different models locally. These five models were the 
Citi Golf, Golf 5, Jetta 5, Polo Hatch, and Polo Classic. Currently, VWSA only operates two 
platforms and produces the new Polo Hatch and the Polo Vivo Hatch, which is the Citi Golf’s 
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replacement. All other VW vehicles are imported. The Citi Golf reached the end of its life 
cycle during 2009. 
 
2.4 CONTRIBUTIONS TO METROPOLE, COMMUNITY AND ECONOMY 
An important aspect to large companies and organisations is the contribution it makes within 
the metro it resides. Volkswagen of South Africa plays a significant role in the Eastern Cape 
as well as in South Africa. VWSA employs approximately 5 500 workers and pays over R950 
million in salaries and wages annually. It also disburses about R140 million in medical aid 
contributions and over R54 million in contributions for services to these employees per 
annum. For rates, taxes and license fees, VWSA pays about R11 million per annum. The Port 
Elizabeth harbour also benefits from VWSA being situated in the Eastern Cape. VWSA’s 
share of container traffic at the harbour results in 15,26 per cent for imports and 2,53 per cent 
for exports. Furthermore, 93 per cent of VWSA’s fully built unit (FBU) exports and 48 per 
cent of the FBU imports are channelled via the Port Elizabeth harbour. Annual air travel 
expenditure for international flights amounts to approximately R13 million and for local 
flights; it amounts to R6 million. VWSA is also partially responsible for providing 20 000 
people with employment by using local production and non-production suppliers. On a 
sporting note, VWSA sponsors the first-division premier league soccer team, Moroka 
Swallows. The local soccer team, Bay United, which also enjoys a sponsorship by VWSA, 
was promoted to the PSL in 2008. In a struggling South African economy, VWSA is playing 
its role in assisting the South African economy and community. 
 
2.5 CONCLUSION 
VWSA is a large company with various departments that requires an array of skilled 
individuals to keep it operating. This company continues to contribute largely to the metro it 
resides in as well as to the economy. There is no question that VWSA plays its role in 
growing the community and the South African economy. Chapter 3 deals with the literature 
review regarding the various causes of high warranty costs. 
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CHAPTER 3 
LITERATURE REVIEW 
 
Generally, there are many possible causes to a single problem. At the same time, there are 
various possible solutions to a particular problem. For example, there could be many possible 
reasons for an overspent budget. This could be the result of poor budget management, an 
understated budget, or unforeseen problems that arose, etcetera. Gathering all budget 
assumptions, better control of the budget and having a good forecasting team could be 
possible solutions to this problem. This chapter will identify the various causes for high 
warranty costs. High warranty costs could result from quality problems right through to 
customer driving habits. It could result from internal problems at the manufacturer right 
through to claiming habits from dealers. It could even result from weather and driving 
conditions. This chapter will explore the possible issues and problems that result in high 
warranty costs. 
 
3.1 WARRANTY DEFINITION 
Warranty is defined as a guarantee that the manufacturer of a product will repair damage or 
defects for free for a certain period of time (The free dictionary, 2013). The warranty on a 
VWSA vehicle becomes effective on the date of delivery of the vehicle to the customer and is 
valid for a period of three (3) years/120 000km whichever occurs first. Claims in terms of the 
warranty can be made only at authorised Volkswagen Dealers and must be made immediately 
upon ascertaining the defect. The warranty covers the repair of defective workmanship and/or 
replacement or repair of defective parts (VW in car booklet, 2013). 
 
When a defect occurs on a VW vehicle, the customer contacts the authorised dealer to repair 
the vehicle. The dealer in turn repairs the vehicle with no charge to the customer. The dealer 
submits a claim to VWSA detailing the repair costs. VWSA performs routine internal checks 
and reimburses the dealer for the repair (VWSA warranty manual, 2013). 
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3.2 WARRANTY AND NON-WARRANTY ISSUES 
To be able to reduce warranty costs, the manufacturer must first ensure that only warranty 
related problems are being paid for from the outset. According to Entigo Corporation 
(2003:4) incorrectly paying claims for expensive repairs which are not in fact covered under 
warranty, results in significant over-payments. According to Aberdeen Group research, a 
provider of fact-based business intelligence research, nearly 15 per cent of the total number 
of claims being accepted is sub-standard (De, Pritchard & Puri, 2007:2). De et al (2007:2) 
further discuss that a manufacturer does not want to pay for items that fall outside of the 
terms and conditions of warranty. According to De et al (2007:2), manufacturers automate 
the processing of up to 95 per cent of claims they receive. To ensure that only warranty 
related issues are being paid for, the following issues need to be addressed: 
• A good system to process warranty claims. 
• A review of the claims assessment employees and their level of technical abilities 
when assessing claims. 
• Dealer honesty, processes and practices regarding warranty claims. 
• Customer honesty regarding warranty issues. 
3.2.1 Warranty claiming system 
Claims processing software will help make a company’s day-to-day warranty operations 
more efficient. It serves to cut labour and catalogue costs by automating claims entry and the 
process of moving claims through review and acceptance or denial (Entigo Corporation, 
2003:13). A tool to assist the claim assessment employees as well as dealers would be an 
interactive warranty claiming system. One of the greatest advantages for claim assessors and 
warranty staff at the dealer is to view a vehicles problem history. This could assist the dealers 
firstly by identifying whether a particular problem falls within the terms and conditions of 
warranty before claiming from the manufacturer. It would also aid in the reduction of repeat 
repairs of vehicles. For example, should a particular vehicle be repaired at one dealership, 
this repair would be available to view at all other dealerships of that particular brand. 
Manufacturers do not normally pay for repeat repairs within a specific period of a repair. 
Manufacturing Insights, a website, found that when a vehicle is not fixed right the first time, 
it’s highly likely to come back again and again (Barkai, 2006b). Secondly, should the dealer 
claim for a particular problem that falls outside of the terms and conditions of warranty by 
mistake, the claim assessor would have the necessary tool to scrutinise the claim. This 
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interactive system would allow for a channel of communication between the dealer and the 
claim assessor. This system should also have certain claiming limits hard coded into it. For 
example, claims above a certain amount could be reviewed more thoroughly. Any damages 
that fall out of the terms and conditions of warranty should not be allowed through the 
system. Claims processing software cuts costs related to labour and supplies (Entigo 
Corporation, 2003:13). 
3.2.2 Claim assessment staff 
When a product quality problem occurs within the warranty period and the customer requests 
a repair, a warranty claim is initiated at the dealership or repair shop. The warranty data 
collected at the automotive dealership and repair shops are then transferred to the company’s 
claims-processing department for claim acceptance or rejection (Buddhakulsomsiri, 
Siradeghyan, Zakarian & Li, 2006:2751). According to Leonard Erasmus (2010), a warranty 
statistics specialist at VWSA, who has been in the warranty business for thirteen years, 
warranty claim assessors that are technically inclined would be more successful in assessing 
warranty claims than non-technical inclined employees. The reasoning behind this is that 
employees with a technical background would be more suitably equipped to scrutinise 
warranty claims. These employees would be familiar with the technicalities of vehicles, thus 
would ensure that the correct questions are asked when assessing warranty claims. They 
would also be able to assess whether a specific problem that a dealer claims for makes 
technical sense and therefore not simply accept the claim on face value. To the manufacturer, 
warranty plays a protective role by limiting its liability in case of failure due to improper and 
careless use or abuse by the customer (Rahman & Chattopadhyay, 2006:454). 
 
According to Entigo Corporation (2003:4) warranty claims processing head-count should be 
sufficient to handle the number of claims that are processed during a year. Too many claims 
for claim assessors could result in high warranty costs for the manufacturer. This would 
jeopardise the quality of assessing claims. 
3.2.3 Dealers 
Figure 3-1 illustrates that 50 per cent of total warranty cost comes from dealers who have 
poor processes and practices. According to MSX International (2009:1) 50 per cent of 
warranty waste costs are not related to products, but inefficiencies in dealer networks. 
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Figure 3-1: (MSX International: 1) 
 
According to Murthy (2006:141) some claims that are processed are bogus. As can be seen in 
diagram 1, fraud also has a role in high warranty costs. Warranty policies are not effectively 
enforced, leading to excessive numbers of fraudulent claims (Sprague, 2005:2). Customer and 
dealer dishonesty forms part of this problem. Customers who are not honest about a particular 
problem on a vehicle could be the starting point for non-warranty claims being paid for 
under-warranty vehicles. Dealers should be able to identify whether a customer is being 
dishonest by performing specific checks on the vehicle. The dealer has the advantage of 
inspecting the vehicle. However, should the dealer also be dishonest about a specific 
problem, it could lead to the manufacturer paying for a problem that falls out of the terms and 
conditions of warranty. 
 
3.3 QUALITY AND USAGE ENVIRONMENT 
According to Barkai (2006a:2) product quality is the primary cause of failures that result in 
warranty claims. According to Kozyrkov (2008:3) warranty expense occurs not because of 
poor warranty management, but rather because of poor product quality. Failures over the 
warranty period are closely linked to product reliability (Murthy, 2006:134). Customer loss 
related to poor product quality reduces distribution channel profitability and increases 
spending on new customer acquisition (Sprague, 2005:4). Warranty costs are reduced by 
improvements in product reliability (Huang, Liu & Murthy, 2006:819). According to Barkai 
(2006a:4) the reduction of warranty costs is a multifaceted effort that involves several 
product and process areas. One of these areas is improving product quality.  Quality could be 
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related to the various components that a vehicle is made up of or the assembling of the 
vehicle. The assembling of the vehicle is generally labour related, however with technology 
moving at a fast rate, it could be robot operated. Some components that a vehicle comprises 
of are normally supplied to the manufacturer by a supplier. Some suppliers also have 
warranty on these components. Should there be a defect on these components, the 
manufacturer could claim the costs incurred from the supplier.  
 
The reliability of a product depends on the selection of suppliers and their cooperation in 
quality efforts (Murthy, 2006:134). According to an article in the Warranty Week (2005) 
magazine, it states that cheaper components would reduce the cost of the vehicle. However, 
these cheap components are not as durable as more expensive components. Having cheaper 
components in vehicles help in the short term, however, in the long term it increases warranty 
costs. There are costs necessary for quality parts (Warranty Week, 2005). According to 
Barkai (2006a:4) one of the areas for reducing warranty costs is improving supplier 
relationships. 
Manufacturers have product engineering departments which play an important role within the 
organisation. This department conducts various tests on vehicles it produces and sells in a 
particular country. Some of these tests are weather related. Vehicles are tested in extreme 
weather conditions, from very cold to very hot to very dry to rainy and windy. Given the 
harsh operating environment in which vehicles are used it is inevitable that there will be 
component failures (Smith, 2005:i). The environmental conditions that a vehicle is mostly 
used in have an effect on the life time of the vehicle and its components. According to 
Murthy (2006:136) offering warranty results in additional warranty servicing cost and this 
cost depends on several factors. These include warranty term, usage environment, intensity 
and the reliability of the product. 
 
3.4 DEALER TRAINING, SKILLS, FACILITIES AND PRODUCT 
COMPLEXITY 
In a service environment where dealers are more likely to replace than repair, the cost of 
component failure during the warranty period can easily equal three to ten times the 
supplier’s unit price (Buddhakulsomsiri et al, 2006:2749). The cost of each warranty claim 
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depends on the repair time associated with the claim (Chukova & Hayakawa, 2004:93). 
When a failure occurs and the vehicle is brought to the dealership for repair, the service 
technician is expected to do the repair quickly, replace only parts that are directly related to 
the failure, and that the repair and related activities be complete to prevent the same failure 
from occurring again (Barkai, 2006a:2). The qualified technicians and service advisors would 
ensure that proper diagnosis is done on vehicles ensuring that the root of the problem is 
identified and corrected. The possibility of a second failure occurring after an initial failure 
has occurred depends on the action taken to rectify the problem under the warranty terms 
(Huang et al, 2006:820). One of the pending warranty challenges within the industry is the 
lack of skilled mechanics (Smith, 2005,i).  
 
A good mechanic can be one of the most effective early warning points in the process (Smith, 
2005:15). Manufacturing insights studies show that many components that were replaced in 
the course of repairs, submitted for warranty reimbursement and later tested by the supplier 
showed no defect and were likely replaced unnecessarily. They also found that approximately 
20 per cent of vehicles are not repaired completely during the first repair attempt by the 
dealer and often require two or more dealership visits to complete the repair, each leading to 
additional warrantable work and parts (Barkai, 2006a:2). 
 
According to Rahman and Chattopadhyay (2006:467), should qualified technicians not have 
the appropriate facilities and tools to complete the repair, it would result in high warranty 
costs and dissatisfied customers. For expensive and complex equipment, the maintenance 
service provider of the equipment needs to have expertise and specialised maintenance 
facilities to carry out appropriate maintenance (Rahman & Chattopadhyay, 2006:467).  
  
According to Barkai (2006b), some parts are being replaced unnecessarily on vehicles. This 
is more a function of mechanics and technicians being under pressure to finish the job as 
quickly as possible as is a symptom of any sort of warranty fraud. Enough time should be 
allocated to mechanics and technicians to investigate the root cause of problems on vehicles. 
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Adding to the difficulties of mechanic and technician inability to identify the root cause of 
problems on vehicles (Chapter 3 section 3), there are the ever changing complex technologies 
being built into vehicles. Murthy (2006), Chien (2005), Barkai (2006b) and Jain, Slotegraaf 
and Lindsey (2007) discuss that manufacturers differentiate their products by building new 
technologies into vehicles. Manufacturers are continuously seeking ways to increase their 
market share to increase profitability. One way of achieving this is by building more 
electronics into vehicles to attract customers to their product. Given the high volume of 
manufacture, the complexity of the product, and the often harsh operating environment in 
which the vehicle is used, it is inevitable that there will be component failures (Smith, 
2005:i). Products are becoming increasingly complex resulting in customers often being 
uncertain about the performance of these products (Huang et al, 2006:819). 
 
3.5 COMMUNICATION: CLAIM ASSESSORS AND ANALYSTS 
At VWSA all paid claim details are available from the information systems department. This 
data is normally provided in the form of text files on a monthly and a daily basis. The 
monthly files would include all paid claims and the daily files would include all claims to be 
paid at the end of the latest month. Analysts within the department import these files into a 
database where various analyses are done. These analysts have the ability to identify early 
warning trends. The early warning trends could include a particular dealers warranty cost per 
claim or cost per unit spiking above the national average. It could also identify any particular 
damage that is spiking above the national average. According to Enrico Mackriel (2010), a 
claim assessor at VWSA, the lack of communication between analysts and claim assessors 
aid in driving warranty costs. According to various warranty experts in the Warranty Week 
(2005), early warning systems allow manufacturers to detect emerging issues before they 
become major liabilities. These experts include Eric Arnum, the editor of Warranty Week, Dr 
William Meeker, Professor of statistics and liberal arts and sciences at Iowa State University, 
Laura Madison, the quality warranty data manager for General Motors and David Froning, 
product manager of Statistical Analysis Software (SAS). The theory is that warranty claims 
can provide an early warning of a production problem. The proper analysis of current 
warranty claims can prevent future warranty claims from ever leaving the factory (Warranty 
Week, 2005). 
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High cost trends should be communicated regularly to the claim assessors to ensure that they 
are aware of these trends. With the claim assessors’ awareness of warranty high cost trends in 
the department, it would equip them with knowledge of which claims to scrutinise more 
carefully. This practice could possibly reduce warranty costs as there would not be as many 
claims that would be authorised. Similarly, claim assessors should communicate any trends 
that they identify from assessing claims to the analysts. This would direct analysts to specific 
problems to analyse. By identifying early warning high cost trends, an action could be put in 
place to correct this problem. 
 
3.6 SALES AND MARKETING STRATEGY 
According to Murthy (2006:133) product warranty is an important part of new product 
marketing and sales. Offering warranty implies additional costs in the form of warranty 
servicing costs (Murthy, 2006:133). However, warranties also serve as signals to inform 
customers about the quality of the product. In this context, better warranty terms imply a 
higher product quality and manufacturers have tended to use warranty as a promotional tool 
to increase sales and revenue. Hence, from a manufacturer’s perspective, offering a warranty 
is worthwhile only if the benefits in terms of greater sales or revenue exceed the additional 
costs associated with the servicing of warranty (Kim, Djamaludin & Murthy, 2001:337). 
Warranties have become an important promotional tool for manufacturers. Although 
warranties are used by manufacturers as a competitive strategy to boost their market share, 
profitability and image, they are by no means cheap (Chien, 2005:631). Within the 
automotive industry, Korean manufacturers offering 10-year warranties have precipitated 
other manufacturers to lengthen their warranty periods from the typical 3-year period (Jain et 
al, 2007:76). 
 
3.7 DEALER FOCUS AND PROFITABILITY 
Even though the manufacturer pays for warranty costs, it is the dealer who repairs the 
vehicle. The dealer does not only repair vehicles that fall within warranty. Any repairs that 
are required by customers that fall out of the terms and conditions of warranty are done by 
the dealer at the customer’s expense. A dealers’ cash inflow is therefore generated from 
repairs completed under warranty and repairs completed outside of warranty which is funded 
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by the customer. According to Froning (2010:4) repair service providers are looking for ways 
to increase their revenue, or more precisely, to replace some of their reduced revenue with 
spurious claims. 
  
There are various other techniques that dealers use to generate cash inflows, namely up-
selling, cross selling and the use of specials. Up-selling focuses on up-grading or improving 
the conditions of previously acquired products to keep customers consuming (Salazar, 
Harrison & Ansell, 2007:117). Up-selling is normally done when a customer contacts the 
dealer to either report a problem on a vehicle or to book the vehicle for a service. It is a sales 
approach which entails an on the phone representative offering callers a better or alternative 
option when calling to order a product or service. According to Kamakura (2007:41), cross 
selling is an old and valuable technique used by sales people to increase order size and to 
transform single product buyers into multi product ones. According to Shah and Kumar 
(2008:28), cross selling is a popular marketing tool for selling additional products to existing 
customers to boost revenue and profits. Front end staff that receive the customers’ call is 
normally trained to up sell and cross sell. These particular staff would make the customer 
aware of specials on certain products and attempt to convince the customer to purchase this 
particular product for the vehicle. These products could range from bumpers, spoilers, 
various vehicle gadgets, etcetera. The dealership is a business and also seeks various options 
to be profitable. Some dealers set monthly targets that must be achieved. Just as salesmen 
have certain sales targets to reach, dealerships have targets whereby a minimum number of 
vehicles must visit the workshop. The more vehicles that visit the workshop mean that there 
is a potential sale that would take place which ultimately results in cash inflow and profits.  
 
There is no problem from a manufacturer’s point of view with a dealer up-selling or cross 
selling as long as the customer pays for the particular product. A dealer could up-sell a 
particular product to the customer even if the vehicle is within the warranty period provided 
that the customer pays. Should a dealer up-sell a particular product to the customer and 
claims these costs from warranty, there would be a direct influence on the warranty costs. 
There are also certain repairs that dealers perform on vehicles which are not complaints from 
the customer. Dealers would have the knowledge and skills on technical issues and the 
necessity to replace a particular part that could cause major damage to the vehicle in the long 
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run that an average customer would not be aware of. In this case there would not be a 
problem. Should the dealer replace the wiper blades without the customer complaining about 
it and claim the costs from warranty, it would increase the warranty costs. The fact that the 
customer did not complain about this particular problem is evidence of a type of up-selling 
whereby the manufacturer pays. A customer would obviously complain about wiper blades as 
it is an item that is used from time to time. This is just one example of this problem. These 
sorts of issues could also increase warranty costs. 
 
3.8 GEOGRAPHICAL AREA 
One of the issues that this study would concentrate on and test is whether the geographical 
area that a vehicle resides in has an influence on warranty costs. From a technical point of 
view, there is a general agreement that vehicles in various geographical areas face different 
cost pressures on specific components. Vehicles that reside in coastal areas have different 
cost pressures to vehicles that reside in inland areas. There are certain components on a 
vehicle that come under pressure in inland areas, which is vastly different to vehicles that 
reside along the coast. Generally, vehicles along the coast experience higher paint and 
corrosion warranty costs than cars that reside in inland areas. Similarly, vehicles that reside in 
inland areas experience higher engine related warranty costs than vehicles that reside along 
the coast. The general understanding of this is that the level of moisture that vehicles are 
exposed to along the coast has an effect on the body of the vehicle, thus leading to paint and 
corrosion warranty costs. An inland area experiences much higher temperatures than coastal 
areas. These high temperatures that vehicles are driven in places pressures on certain engine 
components which could lead to high warranty costs. 
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Figure 3-2: Coastal versus inland paint damages 
 
Figure 3-2 represents an extract of warranty paint costs that VWSA experienced during 2009. 
The information is broken up into repairs completed at coastal areas and repairs completed at 
inland areas. The bar chart shows that the warranty costs for paint are quite significantly 
higher at the coast compared to the costs experienced at inland areas. It also illustrates that 
there are many more warranty paint incidences along the coast than at inland areas. The line 
in the graph represents the warranty paint incidences. This graph clearly shows that warranty 
paint costs along the coast are higher than those in inland areas. 
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Figure 3-3: Coastal versus inland engine damages 
 
Figure 3-3 represents certain engine components warranty costs experienced during the 2009 
year. These components are not specifically identified for confidential reasons. This bar chart 
illustrates that the warranty costs of certain engine components of vehicles at inland areas are 
significantly higher than those of coastal areas. This graph also illustrates the number of 
incidences is much higher at inland areas than those of coastal areas. It therefore illustrates 
that the geographical area that a vehicle resides in has an effect on warranty costs. It further 
illustrates that different warranty components are affected in various geographical areas that a 
vehicle resides in. This would be further tested with a questionnaire. 
 
3.9 CUSTOMER DRIVING HABITS 
Every manufacturer has a target market that it produces vehicles for. A few of these markets 
are the passenger, light commercial and heavy commercial car markets. Each of these 
vehicles is produced for a specific use. The passenger cars are intended to transport a certain 
amount of passengers; whereas heavy commercial vehicles are used to transport heavy 
machinery and used for special heavy duty purposes. The driving habits of a vehicle user 
have an effect on the lifetime of the vehicle and its components. Usage intensity varies across 
the consumer population (Murthy, 2006:144).  Customer driving habits could have an 
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influence on warranty costs. Should a customer drive a passenger vehicle as if it were a 
racing vehicle, it could place certain pressures on the engine components of this vehicle 
which could lead to certain breakdowns. Another example would be a customer driving a 
passenger vehicle as if it were an off-road vehicle in off-road conditions. This would also 
place certain pressures on the vehicle as is would not be used for what it was intended for. 
The question is whether the manufacturer should produce one or several different products to 
meet the different usage intensities (Murthy, 2006:144). According to Rahman and 
Chattopadhyay (2006:459) the heavy users of the product prefer extended warranty more 
compared to light users. This illustrates that the manner in which drivers drive their vehicles 
has an influence on warranty costs. These issues of customer driving habits and vehicles 
being used not as they were intended could directly influence warranty costs.  
 
3.10 CUSTOMER SATISFACTION AND RETENTION 
Employees of an organisation are extremely important as they are the main resource who 
assists abundantly in manufacturing the product. An organisation manufactures a product 
with the intention to sell it. The people who purchase these products are referred to as 
customers. Just as important as employees are to the organisation, customers are equally or 
even more important as these are the people who purchase the finished products that are 
produced. Customers ensure that an organisation produces revenue. Without customers, a 
profit making organisation would not survive. So customers are an integral part of any 
profitable organisation.  
 
An organisation would therefore obviously want to please and keep their customers as 
satisfied as possible as this would ensure customers would return to continue to purchase 
their product. There are various methods to ensure that customers remain satisfied and loyal 
to a product or a brand. One of these methods comes in the form of goodwill. Once a vehicle 
has reached the end of its warranty period, goodwill could take effect. Goodwill pays for 
repairs completed to vehicles which are no longer covered under the warranty period; 
however, these are only done in exceptional circumstances, mainly to customers who have 
regularly serviced their vehicles on time or who have shown loyalty to the product or brand. 
Ultimately, goodwill increases warranty costs as it is basically an extended warranty cost. 
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The question that arises is where does an organisation draw the line in terms of goodwill in 
trying to satisfy and retaining a customer?  
 
According to Murthy (2006:144) the warranty terms offered results in different expectations 
from buyers. Customers today are much more demanding in their expectations of how they 
are serviced and the levels of service they will get (Pogol, 2007:2). When these expectations 
are not met, there is dissatisfaction and this leads to negative word of mouth impact that 
affects sales (Murthy, 2006:144).  Should an organisation adopt a philosophy whereby it pays 
for most goodwill claims in the aim to retain customers, it could be seen as buying customers. 
According to Pogol (2007:2) it’s been highly documented over the years that it costs between 
six and ten times more to acquire a new customer than it is to retain an existing one. Certain 
customer satisfaction and retention techniques could have an effect on warranty costs. To 
overcome this problem, criteria must be set which clearly states the terms and conditions 
where goodwill would apply. This specific issue would be tested via a questionnaire to 
determine whether it has a significant impact on warranty costs. 
 
3.11 CONCLUSION 
As discussed above there are various causes for high warranty costs in the motor industry. All 
of these causes might or might not be relevant to VWSA. A combination of these causes 
could be driving the warranty costs at VWSA. This study would determine which of these 
causes, if any, are driving warranty costs at VWSA. The research will be discussed in 
Chapter 4. 
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CHAPTER 4 
RESEARCH METHODOLOGY 
 
Ethridge (2004:16) describes research as the systematic approach to obtaining and confirming 
new and reliable knowledge. According to Collis and Hussey (2003:1) there are many 
definitions to research, and there appears to be agreement that: 
• Research is a process of enquiry and investigation 
• It is systematic and methodical 
• Research increases knowledge 
There is a difference between the terms methods and methodology. Methods refer only to the 
various means by which data can be collected and/or analysed (Collis & Hussey, 2003:55). 
According to Grix (2004:30) research methods can be seen as the techniques or procedures 
used to collate and analyse data. In research, methods have two principle functions: 
• They offer the researcher a way of gathering information or gaining insight into a 
particular issue. 
• They enable another researcher to re-enact the first’s endeavours by emulating the 
methods employed (Grix, 2004:32). 
 
Methodology refers to the manner in which one approach and executes functions or activities 
(Ethridge, 2004:4). Collis and Hussey (2003:55) refer to methodology as the overall approach 
to the research process, from the theoretical underpinning to the collection and analysis of the 
data. Methodology is therefore concerned with the following main issues: 
• Why one collected certain data 
• What data was collected 
• From where the it was collected 
• When it was collected 
• How it was collected 
• How it will be analysed (Collis & Hussey, 2003:55). 
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Research methodology provides the principles for organising, planning, designing and 
conducting research, but it cannot tell you in detail how to conduct a specific, individual 
research study (Ethridge, 2004:4). 
 
4.1 CLASSIFICATIONS OF RESEARCH 
In classifying research, there are different criteria on which to base the classifications, and 
they may each be useful for specific purposes (Ethridge, 2004:20). Below are the various 
types of research. 
4.1.1 Exploratory research 
Exploratory research is usually carried out with the intention of testing initial working 
hypotheses, checking for availability of, and access to, relevant data, ascertaining the relevant 
variables for a study and assessing the suitability of the research for further, more extensive 
research (Grix, 2004:50). Exploratory research is conducted into a research problem or issue 
when there are very few or no earlier studies to which we can refer for information about the 
issue or problem (Collis & Hussey, 2003:10). 
4.1.2 Descriptive research 
Descriptive research generally applies to a dissertation or thesis with a more historical subject 
(Grix, 2004:50). Descriptive research goes further in examining a problem than exploratory 
research, since it is undertaken to ascertain and describe the characteristics of the pertinent 
issues (Collis & Hussey, 2003:11). 
4.1.3 Analytical or explanatory research 
Analytical or explanatory research goes beyond merely describing the characteristics of the 
research, to analysing and explaining why or how it is happening. An important element of 
explanatory research is identifying and possibly, controlling the variables in the research 
activities, since this permit the critical variables or the casual links between the characteristics 
to be better explained (Collis & Hussey, 2003:11). 
4.1.4 Predictive research 
Predictive research aims to generalise from the analysis by predicting certain phenomena 
based on hypothesised, general relationships. It provides how, why and where answers to 
current events and to similar events in the future (Collis & Hussey, 2003:11.). 
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4.1.5 Basic versus Applied Research 
Basic research can be categorised as that which attempts to determine or establish 
fundamental facts and relationships within a discipline or field of study (Ethridge, 2004:20). 
Applied research is research, which has been designed to apply its findings to solving a 
specific, existing problem (Collis & Hussey, 2003:13). According to Collis and Hussey 
(2003:15), basic research is the most academic form of research, since the principal aim is to 
contribute to knowledge, usually for the general good, rather to solve a specific problem for 
one organisation. 
4.1.6 Quantitative and qualitative research 
There are two common approaches when conducting research namely, a quantitative 
approach and a qualitative approach. According to Collis and Hussey (2003:13), the main 
characteristic of a quantitative approach is that it is objective in nature and concentrates on 
measuring phenomena. Quantitative research is predominantly concerned with quantity and 
quantifying (Grix, 2004:32). A quantitative approach involves collecting and analysing 
numerical data and applying statistical tests (Collis & Hussey, 2003:13). Qualitative research 
is concerned with interpreting the subjective experiences (Grix, 2004:32). Collis and Hussey 
(2003:13) is of the view that qualitative research is subjective in nature and involves 
examining and reflecting on perceptions in order to gain an understanding of social and 
human activities. 
 
The use of different research approaches, methods and techniques in the same study is known 
as triangulation and can overcome the potential bias and sterility of a single method approach 
(Collis & Hussey, 2003:78). The methods used are often complementary in that the strengths 
of one approach complement the weaknesses of another. Triangulation often utilises both 
qualitative and quantitative approaches in the same study (Veal, 2005:39).  
 
Collis and Hussey (2003:78) identify four types of triangulation namely: 
• Data triangulation – where data is collected at different times or from different 
sources in the study or phenomenon. 
• Investigator triangulation – where different researchers independently collect data on 
the same phenomenon and compare the results. 
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• Methodological triangulation – where both quantitative and qualitative methods of 
data collection are used. 
• Triangulation of theories – where a theory is taken from one discipline and used to 
explain phenomenon in another discipline. 
4.1.7 Deductive and inductive research 
Deductive logic is the process of reasoning from general premises to specific results or 
conclusions (Ethridge, 2004:45). Deductive research is a study in which a conceptual and 
theoretical structure is developed and then tested by empirical observation, thus particular 
instances are deducted from general inferences (Collis & Hussey, 2003:15). Inductive logic is 
reasoning from the specific circumstances of outcomes to a conclusion about general 
circumstances or outcomes (Ethridge, 2004:45). Inductive research is a study in which theory 
is developed from the observation of empirical reality, thus general inferences are induced 
from particular instances, which is the reverse of the deductive method (Collis & Hussey, 
2003:15). 
 
4.2 RESEARCH PARADIGM 
The research paradigm is the general approach to research. The term paradigm refers to the 
progress of scientific practice based on people’s philosophies and assumptions about the 
world and the nature of knowledge (Collis & Hussey, 2003:17). Generally, in the philosophy 
of the social and human sciences, there are three broad paradigms: the positivist, post-
positivist and interpretivist (Grix, 2004:78). 
4.2.1 Positivist Paradigm 
For positivists, the goal of research is describing experiences through observation and 
measurement in order to predict and control the forces that surround us (O’Leary, 2004:5). 
The positivistic approach seeks the facts or causes of social phenomena, with little regard to 
the subjective state of the individual (Collis & Hussey, 2003:52). Collis and Hussey 
(2003:54) further describe the main criticisms of the positivistic paradigm as: 
• It is impossible to treat people as being separate from their social contexts and they 
cannot be understood without examining the perceptions they have of their own 
activities. 
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• A highly structured research design imposes certain constraints on the results and may 
ignore more relevant and interesting findings. 
• Researchers are not objective, but part of what they observe. They bring their own 
interests and values to the research. 
• Capturing complex phenomena in a single measure is, at best, misleading. For 
example, is it possible to assign a numerical value to a person’s intelligence? 
4.2.2 Post-Positivist Paradigm 
Post-positivists believe that the traditional gap between the researcher and the researched is 
one that can be diminished. Post-positivists researchers can act in ways that are:  
• Participatory and collaborative – rather than research focusing solely on a particular 
group. 
• Post- positivist researchers can also work both for and with participants. 
• Post-positivist researchers are subjective – researchers acknowledge being value-
bound. 
• They admit to biases that can affect their studies (O’Leary, 2004:6). 
4.2.3 Interpretivist Paradigm 
Researchers working in this tradition tend to see theory as deriving from data collection and 
not as the driving force of research (Grix, 2004:108). According to O’Leary (2004:10), 
interpretivism acknowledges and explores the cultural and historical interpretations of the 
social world. The basic assumptions of interpretivism are: 
• Phenomena can be analysed in terms of issues. 
• Participants and observers – all of whom have varying degrees of involvement and 
detachment – collect the data 
• Truth cannot be determined in any absolute way; we are capable of using evidence to 
work towards a consensus, but must sometimes agree to differ, and sometimes 
conclude that the truth cannot be decided upon. 
• The purpose of enquiry is to gain sufficient understanding to predict future outcomes. 
• There is no need to seek to apply theories; understanding and prediction are already 
theory-in-action, being theories-from-action (Jankowicz, 2005:111). 
This study followed a positivistic approach because the researcher was an employee of 
VWSA. 
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4.3 THE SAMPLE 
A sample is made up of some of the members of a population. A population may refer to a 
body of people or to any other collection of items under consideration for research purposes 
(Collis & Hussey, 2003:155). 
 
The usual situation in research is that we want to find out something about a population of 
people, but we can only study a sample of that population. Therefore questions of sample-
population relationships arise, and especially the important question of how well a sample 
represents the population from which it was drawn (Punch, 2003:36). This study’s target 
population included all VWSA employees in the Warranty and Maintenance Plan 
Department, Service Marketing, After-Sales Service, Training and Dealer Support 
Departments. Furthermore, the employees who dealt with warranty related issues in the 
Quality Assurance Department and Customer Interaction Centre (CIC) formed part of the 
target population. These employees had the most knowledge regarding warranty issues at 
VWSA. 
 
Below is a breakdown of VWSA’s employees in the Warranty and Maintenance Plan 
Department: 
Table 4-1: Population by gender 
Gender No. of employees 
Male 108 
Female 29 
Total 137 
Source: (VWSA’s intranet, 2011) 
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Table 4-2: Population by level 
Level No. of employees 
Division Head 1 
Manager 9 
Supervisor 39 
Staff 88 
Total 137 
Source: (VWSA’s intranet, 2011) 
 
Table 4-3: Population by department 
Gender No. of employees 
After-Sales Service 29 
Customer Interaction Centre 8 
Quality Assurance 15 
Service Marketing 4 
Training and dealer support 41 
Warranty and Maintenance plans 40 
Total 137 
Source: (VWSA’s intranet, 2011) 
 
4.3.1 Methods of sampling 
It is important to ensure that the sample is not biased and is representative of the population 
from which it is drawn (Collis & Hussey, 2003:155). Sampling can be done in numerous 
ways, but these strategies are broadly divided into two types: those that find samples 
randomly selected and those that find samples strategically selected in non-random ways 
(O’Leary, 2004:106). 
4.3.1.1 Random Samples 
Random sampling relies on random selection, or the process by which each element in a 
population has an equal chance of selection (O’Leary, 2004:106). For small populations, 
numbers might be chosen at random, as in a raffle where every member of the population is 
given a number and then the numbers are pulled out of a hat (Collis & Hussey, 2003:156). 
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• Simple random sampling – As the name suggests, this is the simplest type of random 
sampling because within a designated population all elements have an equal chance of 
inclusion (O’Leary, 2004:107). Members of the population are selected one at a time, 
independent of one another and without replacement; once a unit is selected, it has no 
further chance to be selected (Fowler, 2009:24). According to O’Leary (2004:107), 
simple random sampling is rarely used in practice because the process demands 
identification of all elements of the population, lists of all those elements, and a way 
of randomly selecting from this list. 
• Systematic sampling – In systematic sampling the population is divided by the 
required sample size and the sample chosen by taking every ‘nth subject (Collis & 
Hussey, 2003:156). Most statistics books warn against systematic samples if a list is 
ordered by some characteristic, or has a recurring pattern, that will differentially affect 
the sample depending on the random start (Fowler, 2009:25). 
• Stratified random sampling – involves dividing your population into various 
subgroups and then taking a simple random sample within each one (O’Leary, 
2004:108). Stratifying in advance ensures that the sample will have exactly the same 
proportions in each class as the whole population (Fowler, 2009:26). 
• Cluster sampling – involves surveying whole clusters of the population selected 
through a defined random sampling strategy (O’Leary, 2004:108). 
4.3.1.2 Non-Random Samples 
Traditional scientists often view non-random samples as inferior because they cannot be 
statistically assessed for representativeness (O’Leary, 2004:109). 
• Handpicked sampling – involves the selection of a sample with a particular purpose in 
mind (O’Leary, 2004:110). 
• Snowball sampling – or networking is associated with phenomenological studies 
where it is essential to include people with experience of the phenomena being 
studied in the sample (Collis & Hussey, 2003:158). This process involves building a 
sample through referrals (O’Leary, 2004:110). 
• Volunteer sampling – simply refers to the process of selecting a sample by asking for 
volunteers. This may involve putting an ad in the newspaper or going to local 
organisations such as churches, schools or community groups (O’Leary, 2004:110). 
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This study used stratified random sampling, as it was the most appropriate method. The 
population was divided into subgroups namely gender, management levels and departments. 
4.3.2 Sample size 
Sample size, as well as appropriate sampling strategies, very much depends on the nature of 
research and the shape and form of the data you intend to collect (O’Leary, 2004:104). 
According to Punch (2003:40) it makes sense that the more variables being studied; the 
greater the sample size needs to be. 
Table 4-4: Sample size and population size 
Population Minimum sample sizes for confidence interval of 
+-5% and +-1% on a sample finding of 50% 
 +-5% +-1% 
Infinite * 
10 000 000 
5 000 000 
1 000 000 
500 000 
100 000 
50 000 
25 000 
20 000 
10 000 
5000 
2000 
1000 
500 
200 
100 
50 
384 
384 
384 
384 
384 
383 
381 
378 
377 
370 
357 
322 
278 
217 
132 
80 
44 
9602 
9593 
9584 
9511 
9422 
8761 
8056 
6938 
6488 
4899 
3288 
1655 
906 
475 
196 
99 
50 
Source (Veal, 2005: 207) 
Based on the table above, for a population of one hundred and thirty seven (137) the target 
sample was one hundred and one (101). 
4.3.3 Proportionality 
As discussed in point 4.3.1, this study used stratified random sampling. Below is the 
calculation of the proportionate target sample of this study’s population by category. 
Targeted male respondents: 
 = male respondents / population x sample size 
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 = 108 / 137 x 101 
 = 79,62  therefore 80 male respondents were targeted. 
 
Targeted female respondents: 
 = female respondents / population x sample size 
 = 29 / 137 x 101 
 = 21,38 therefore 21 female respondents were targeted. 
Targeted staff respondents: 
 = staff respondents / population x sample size 
 = 88 / 137 x 101 
 = 64,88 therefore 65 staff level respondents were targeted. 
Targeted supervisor respondents: 
 = supervisor respondents / population x sample size 
 = 39 / 137 x 101 
 = 28,75 therefore 29 supervisory level respondents were targeted. 
Targeted manager respondents: 
 = manager respondents / population x sample size 
 = 9 / 137 x 101 
 = 6,64 therefore 7 managerial level respondents were targeted. 
Targeted division head respondents: 
 = division head respondents / population x sample size 
 = 1 / 137 x 101 
 = 0,74 therefore 1 division head respondent was targeted. 
42 
 
Targeted after-sales service respondents: 
 = after-sales service respondents / population x sample size 
 = 29 / 137 x 101 
 = 21,38 therefore 21 after-sales service respondents were targeted. 
Targeted customer interaction centre respondents: 
 = customer interaction centre respondents / population x sample size 
 = 8 / 137 x 101 
 = 5,90 therefore 6 customer interaction centre respondents were targeted. 
Targeted quality assurance respondents: 
 = quality assurance respondents / population x sample size 
 = 15 / 137 x 101 
 = 11,06 therefore 11 quality assurance respondents were targeted. 
Targeted service-marketing respondents: 
 = service marketing respondents / population x sample size 
 = 4 / 137 x 101 
 = 2,95 therefore 3 service marketing respondents were targeted. 
Targeted training and dealer support respondents: 
 = training and dealer support respondents / population x sample size 
 = 41 / 137 x 101 
 = 30,25 therefore 30 training and dealer support respondents were targeted. 
Targeted warranty and maintenance respondents: 
 = warranty and maintenance respondents / population x sample size 
 = 40 / 137 x 101 
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 = 29,49 therefore 29 warranty and maintenance respondents were targeted. 
4.4 RESPONSE RATE 
A response rate is the proportion of the selected sample that completes the questionnaire 
(Punch, 2003:42). Jankowicz (2005:300) describes the factors that maximise response rates in 
table 4-5 below. 
Table 4-5: Factors that maximise response rates 
Factors maximising response Examples 
1. Rewarding the respondents by 
• Showing that you value them and their help 
 
 
• Expressing this verbally 
 
 
• Viewing them as experts you wish to 
consult 
 
 
• Showing how the study supports (or at least 
is not in conflict with) their values 
 
• Offering tangible rewards 
 
 
• Making the questions and the method used 
to pose them  interesting to the respondent 
 
 
Sharing information on why and how they were 
chosen; personalizing communications 
 
Saying thank you in writing or orally, in advance as 
well as after data return 
 
Telling them why their knowledge is relevant 
Appealing to their personal expertise 
 
 
Showing how the research is relevant to issues which 
currently concern them 
 
When available, a token payment to establish ‘ability to 
deliver’ 
 
Good technique in using the particular data-gathering 
method involved 
 
2.    Reducing cost by the respondent by 
• Making the task appear brief 
 
 
 
• Reducing the mental and physical effort 
involved 
 
 
 
• Eliminating the possibility of 
embarrassment 
 
 
 
• Avoiding any impression of subordination 
 
 
• Eliminating any direct monetary cost 
 
 
 
Evidence of clear structure (layout and clarity of 
questionnaires; brief summaries of points to be 
covered in interview) 
 
Clarity of expression of questions asked; simplifying 
data return; making appointments to suite respondent; 
chasing up on non-replying respondents two weeks 
after initial issue 
 
Making more personal questions easy to answer by a) 
avoiding them! b) appropriate wording c) appropriate 
sequencing; informing about anonymity and security 
arrangements 
 
‘Asking a favour’; but also, involvement in 
design/evaluation of the questions being asked 
 
Supply of pre-stamped, pre-addressed return 
envelope; paying your way in interview situations 
where a meal is involved; meeting direct expenses 
3.    Establishing trust by 
 
• Providing some token in advance 
 
 
• Establishing status and legitimacy 
 
 
• Building on pre-existing reward- 
 
 
A confirmatory thank you card or phone call before the 
questionnaire is returned/ interview conducted. 
 
Reference to your university; use of letterhead/ logo; 
reference to in-company sponsor/support 
 
Reference to previous relationships between you/ 
supporters and the respondent; appeal to mutual 
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   cost outcomes friends where snowball sampling is appropriate 
 
Source: (Jankowicz, 2005:300) 
To ensure a high response rate, this study employed the points as stated by Jankowicz 
(2005:300). 
 
4.5 DATA COLLECTION 
One of the most far-reaching decisions a researcher must make is the way in which the data 
will be collected (Fowler, 2009:69). Each method needs to be weighed up and considered in 
light of your own research goals, as well as the method’s inherent pros and cons (O’Leary, 
2004:150). Below are a few methods of data collection: 
Focus groups 
Focus groups are used to gather data relating to the feelings and opinions of a group of people 
who are involved in a common situation. Under the guidance of a group leader, selected 
participants are stimulated to discuss their opinions, reactions and feelings about a product, 
service, and type of situation or concept (Collis & Hussey, 2003:166). 
Advantages of focus groups: 
• They can provide information that is not printed or recorded elsewhere, and 
interviewees can assist in interpreting complex documents, decisions or policies. 
• Interviewees, especially at the elite level, can provide you with further contacts (Grix, 
2004:128).  
Personal interviewing 
This is a method of collecting data in which selected participants are asked questions in order 
to find out what they do, think or feel (Collis & Hussey, 2003:167). 
Advantages of personal interviews: 
• Advantages of interviewer administration such as answering respondent questions, 
probing for adequate answers, accurately following complex instructions or sequences 
are realised. 
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• Rapport and confidence building are possible, including any written reassurances that 
may be needed for reporting very sensitive material (Fowler, 2009:80). 
Disadvantages of personal interviews: 
• The whole process can be time consuming and expensive (Collis & Hussey, 
2003:168). 
• Trained staffs of interviewers that is geographically near the sample is needed 
(Fowler, 2009:81). 
Observation 
Participant observation is a method of collecting data where the researcher is fully involved 
with the participants and the phenomena being researched (Collis & Hussey, 2003:171). 
Disadvantages of observation: 
• The interviewer cannot control variables in a neutral setting, but by observing the 
behaviour in two different settings, comparisons can be drawn.  
• Problems of observer bias may arise, such as when one observer interprets an action 
differently from a colleague (Collis & Hussey, 2003:172). 
Questionnaires 
A questionnaire is a list of carefully structured questions, chosen after considerable testing, 
with a few to eliciting reliable responses from a chosen sample (Collis & Hussey, 2003:173). 
There are various methods of distributing questionnaires namely: 
• By post – This is where the researcher posts the questionnaire and covering letter to 
the respondents with a prepaid envelope for return. 
• By telephone – This can be a valuable method to employ as it reduces the costs 
associated with face-to-face interviews, but still allows some aspect of personal 
contact (Collis & Hussey, 2003:176). 
• By email – This method is similar to posting; however, questionnaires are emailed to 
recipients if the email addresses are known. 
Advantages of questionnaires by mail: 
• Unit costs are relatively low. 
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• They can be accomplished with minimal staff and facilities. 
• Respondents have time to give thoughtful answers, to look up records, or to consult 
with others (Fowler, 2009:82). 
Disadvantages of questionnaires by mail: 
• Good mailing addresses for the sample are needed. 
• There are various disadvantages of not having interviewer involved in data collections 
(Fowler, 2009:82). 
 
After taking into account the various methods of data collection, the method that this study 
used was the questionnaire. The questionnaire was created on a website named survey 
monkey. The link to the survey was https://www.research.net/s/XQ5GZLV. The researcher 
had access to all the respondents email addresses. All respondents had internet access, which 
made this form of collecting data possible. This method of collecting data also ensured 
anonymity of respondents. The researcher also attempted to increase the chance of a high 
response rate by keeping questions short and using closed end questions. The researcher was 
able to clarify any questions regarding the questionnaire because the researcher was located 
on the same premises as the respondents. Contact details of the researcher were included to 
answer any questions that the respondents had pertaining to the research or research 
questionnaire. 
 
4.6 THE QUESTIONNAIRE 
Designing a good survey instrument involves selecting the questions needed to meet the 
research objectives, testing them to make sure they can be asked and answered as planned, 
then putting them into a form to maximise the ease with which respondents and interviewers 
can do their jobs (Fowler, 2009:115). A questionnaire is a list of questions sent to specific 
individuals who then respond (Grix, 2004:128). If the researcher was conducting a 
positivistic study, before he can begin designing questions for an interview or a questionnaire 
he must know a substantial amount about the subject so that he can decide what the most 
appropriate questions will be. This knowledge may have come from the literature search 
(Collis & Hussey, 2003:177). 
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It is vital that questions be clear, unambiguous and easy to understand (Grix, 2004:128). 
According to Collis and Hussey (2003:178), below are general rules for designing questions. 
• Explain the purpose of the interview or questionnaire to all participants. 
• Keep your questions as simple as possible. 
• Do not use jargon or specialist language. 
• Phrase each question so that only one meaning is possible. 
• Avoid vague, descriptive words such as large and small. 
• Avoid asking negative questions as these are easy to misinterpret. 
• Only ask one question at a time. 
• Include relevant questions only (do not be tempted to use every question you can 
think of). 
• Include questions, which serve as cross-checks on the answers to other questions. 
• Avoid questions which require the participant to perform calculations 
• Avoid leading or value-laden questions, which imply what the required answer might 
be. 
• Avoid offensive questions or insensitive questions that could cause embarrassment. 
• Avoid questions that are nothing more than a memory test. 
• Keep your interview schedule or questionnaire as short as possible, but include all the 
questions required to cover your purposes. 
 
To ensure that questions were clear, unambiguous and easy to understand, the researcher 
employed the factors as described by Collis and Hussey (2003:178) when the questionnaire 
was created. 
 
4.7 THE QUESTIONNAIRE COVERING LETTER 
A covering letter may accompany postal, email and web questionnaires or email personalised 
if possible, as this has been found to increase response rates (McGivern, 2009:236). The letter 
or email must be brief, must use simple everyday language, should look attractive and must 
be visually designed to be read easily (Kolb, 2008:221). McGivern (2009:236) and Kolb 
(2008:221) outline the components of the covering letter or email below: 
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• Place on an official letterhead or provide contact information in an email. 
• Explain the nature of the survey and why it is being conducted. 
• Explain who is being sent the letters (sample) and how they were selected. 
• Reassure the recipient about the confidentiality and/or anonymity of the information 
they provide. 
• Communicate how society or participant will benefit. 
• State that participation is voluntary and that they can refuse to answer any question. 
• Give details of any incentive for completing the questionnaire such as free entry to a 
prize draw. 
• Describe the length of the form and the length of time to complete it. 
• Give details of the date by which the completed questionnaire should be returned. 
• Give details of how it should be returned. A prepaid envelope is usually included. 
When drafting the email to accompany the link to the questionnaire, the researcher followed 
the guidelines as stated by McGivern (2009:236) and Kolb (2008:220). 
 
4.8 CONCLUSION 
This chapter explained the research methodology that this study followed. It covered topics 
regarding the sample, response rates, data collection, questionnaire and the questionnaire 
covering letter. The target population was also identified in this chapter. The next chapter 
(chapter 5) will present and analyse the results of the questionnaire.  
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CHAPTER 5 
PRESENTATION OF EMPIRICAL RESULTS 
 
To attain the research objectives of this study, a statistical investigation was performed 
through a questionnaire. As discussed in chapter 1, the purpose for this research was to obtain 
the various causes of high warranty costs at VWSA.  This chapter will present the findings of 
the questionnaire, analyse the results, summarise the main findings, provide 
recommendations as well as provide a conclusion made from this study. The three sections 
which will be presented are Section A (Demographic information), Section B (Job 
information) and Section C (Causes of warranty costs). The purpose of the questionnaire was 
to identify the causes of warranty costs experienced by VWSA. 
 
5.1 RESPONSE RATE 
A list of eligible employees working in the warranty, quality, customer interaction centre, 
service marketing, after sales service, training and dealer support departments were obtained 
on the VWSA local intranet website named viki. An email explaining the purpose of the 
research, the confidentiality of respondents and a link to the web based survey was sent to 
these respondents on 15 November 2011. The email requested participants to complete the 
survey by 25 November 2011. A follow up email reminding respondents to complete the 
survey was sent on 23 November 2011. The purpose of the email was to ensure a high 
response rate. The email was sent to a total of 137 participants. 
 
A total of 88 completed surveys were received from the initial 137 participants, which 
equates to a response rate of 64 per cent. In an effort to maximize the response rate, some of 
the factors as described in chapter 4 by Jankowicz (2005:300) were used. In addition, the 
researcher phoned and visited random participants in order to serve as a reminder to complete 
the questionnaire. This was possible as the researcher works on the premises of VWSA. 
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5.2 PRESENTATION OF DEMOGRAPHIC INFORMATION 
This section presents the demographic information of the responses. The responses will be 
presented in a table as well as in a graph. 
5.2.1 Responses by gender 
Table 5-1 and figure 5-1 provides information on the response data by gender in the sample 
of 88 respondents. 
Table 5-1: Response data by gender 
Gender 
Response 
Count 
Response 
Percentage 
Male 63 71,6% 
Female 25 28,4% 
Total 88 100,0% 
 
 
Figure 5-1: Response data by gender 
 
The majority of responses were male, because the majority of the population was male. The 
targeted male sample as specified in chapter 4 section 4.3.2 was 79 out of a population of 
137. The targeted female sample was 21 out of a population of 137. 
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5.2.2 Responses by race 
Table 5-2 and figure 5-2 provides information on the response data by race in the sample of 
88 respondents. 
Table 5-2: Response data by race 
Race 
Response 
Count 
Response 
Percentage 
Asian 7 8,0% 
Black 13 14,8% 
White 41 46,6% 
Coloured 23 26,1% 
Refusal 4 4,5% 
Total 88 100,0% 
 
 
Figure 5-2: Response data by race 
 
Table 5-2 and figure 5-2 indicate that seven responses were from Asians which forms 8,0 per 
cent of the response rate. A total of 13 responses were from blacks which forms 14,8 per cent 
of the response rate. A majority of 41 responses were from whites which forms 46,6 per cent 
of the response rate. A total of 23 responses were from coloureds which forms 26,1 per cent 
of the response rate. Lastly, four respondents refused to specify a race which forms 4,5 per 
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cent of the response rate. No specific race was targeted as the researcher did not know the 
race of respondents prior to distributing the questionnaire. 
5.2.3 Responses by age 
Table 5-3 and figure 5-3 provides information on the response data by age group in the 
sample of 88 respondents. 
Table 5-3: Response data by age group 
Age Group 
Response 
Count 
Response 
Percentage 
18 to 25 years 2 2,3% 
26 to 35 years 33 37,5% 
36 to 45 years 26 29,5% 
46 to 55 years 16 18,2% 
56 to 65 years 11 12,5% 
Total 88 100,0% 
 
 
Figure 5-3: Response data by age group 
 
It can be observed from table 5-3 and figure 5-3 that two responses were from respondents 
who were between 18 to 25 years of age equating to 2,3 per cent of the response rate. A 
majority totalling 33 responses were from respondents who were between 26 to 35 years of 
age equating to 37,5 per cent of the response rate. A total of 26 responses were from 
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respondents who were between the ages of 36 to 45 equating to 29,5 per cent of the response 
rate. A total of 16 responses were from respondents who were between 46 to 55 years of age 
equating to 18,2 per cent of the response rate. Lastly, 11 responses were from respondents 
who were between 56 to 65 years of age equating to 12,5 per cent of the response rate. There 
was no target specified as the researcher did not know the age group of respondents prior to 
distributing the questionnaire. 
5.2.4 Responses by highest level of education completed 
Table 5-4 and figure 5-4 provides information on the response data by highest education level 
completed in the sample of 88 respondents. 
Table 5-4: Response data by qualification 
Qualification 
Response 
Count 
Response 
Percentage 
Matric 15 17,0% 
Under-graduate degree / diploma 37 42,0% 
Post-graduate degree / diploma 28 31,8% 
Doctorate / Masters 2 2,3% 
Other (please specify) 6 6,8% 
Total 88 100,0% 
 
 
Figure 5-4: Response data by qualification 
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It can be observed from table 5-4 and figure 5-4 that the majority of responses, totalling 37 
and a response rate of 42,0 per cent were from those who had completed an under-graduate 
degree or diploma, 28 respondents completed a post-graduate degree equating to 31,8 per 
cent of the response rate, 15 respondents completed matric as their highest level of education 
equating to 17,0 per cent of the response rate and two respondents completed a masters or 
doctors level degree equating to 2,3 per cent of the response rate. A total of six respondents 
selected other, equating to 6,8 per cent of the response rate. The breakdown of these six 
respondents was one N3 certificate, two N5 certificates, one technician and two mechanics. 
 
5.3 PRESENTATION OF CURRENT JOB INFORMATION 
This section presents the current job information of the respondents. The responses will be 
presented in table as well as in graph format. 
5.3.1 Responses for years employed at VWSA 
Table 5-5 and figure 5-5 provides information on the response data by the number of years 
employed at VWSA in the sample of 88 respondents. One participant did not provide an 
answer to this question. 
Table 5-5: Response data by years employed at VWSA 
Years 
Response 
Count 
Response 
Percentage 
0 to 4 years 23 26,4% 
5 to 10 years 21 24,1% 
6 to 15 years 12 13,8% 
16 to 20 years 3 3,4% 
21 to 30 years 16 18,4% 
31+ years 12 13,8% 
Total 87 99,9% 
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Figure 5-5: Response data for years employed at VWSA 
 
From table 5-5 and figure 5-5, it can be observed that the majority of responses received, 
totalling 23 and a response rate of 26,4 per cent were from respondents employed between 0 
to 4 years at VWSA. A total of 21 responses were from respondents employed between 5 to 
10 years at VWSA equating to a response rate of 24,1 per cent. A total of 12 responses were 
from respondents employed between 11 to 15 years at VWSA equating to a response rate of 
13,8 per cent. A minority of three responses were from respondents employed between 16 to 
20 years at VWSA equating to a response rate of 3,4 per cent. A total of 16 responses were 
from respondents employed between 21 to 30 years at VWSA equating to a response rate of 
18,4 per cent. Lastly, 12 responses were from respondents employed more than 30 years at 
VWSA equating to a response rate of 13,8 per cent. One respondent equating to 1,1 per cent 
skipped this question. 
5.3.2 Responses for level of management 
Table 5-6 and chart 5-6 provides information on the response data by the level of 
management in the sample of 88 respondents. One participant did not provide an answer to 
this question. 
Table 5-6: Response data for level of management 
Level 
Response 
Count 
Response 
Percentage 
Division Head 1 1,1% 
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Manager 3 3,4% 
Supervisor / Specialist 25 28,7% 
Staff 58 66,7% 
Total 87 99,9% 
 
 
Figure 5-6: Response data for level of management 
 
From table 5-6 and figure 5-6, it is observed that the majority of responses were from staff 
level respondents totalling 58 and a response rate of 66,7 per cent. A total of 25 responses 
were from supervisory level respondents equating to 28,7 per cent of the response rate. A 
total of three responses were from managerial level respondents equating to 3,4 per cent of 
the response rate. Lastly, one response was from a division head equating to 1,1 per cent of 
the response rate. One respondent equating to 1.1 % skipped this question. 
 
The targeted sample as specified in chapter 4 section 4.3.2 was: 
• Division Head   1 
• Manager   7    
• Supervisor / Specialist 29 
• Staff    65 
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5.3.3 Responses for department employed 
Table 5-7 and figure 5-7 provides information on the response data by department employed 
in the sample of 88 respondents. One participant did not provide an answer to this question. 
Table 5-7: Response data for department employed 
Department 
Response 
Count 
Response 
Percentage 
Training and dealer support 12 13,8% 
Customer interaction centre (CIC) 5 5,7% 
Warranty and maintenance plans 33 37,9% 
Service Marketing 12 13,8% 
Quality Assurance 7 8,0% 
After-Sales Service 18 20,7% 
Total 87 99,9% 
 
 
Figure 5-7: Response data for department employed 
 
From table 5-7 and figure 5-7, it can be observed that the majority of responses were from the 
warranty and maintenance plans department being 33 respondents at a response rate of 37,9 
per cent. After-sales service was next with 18 responses equating to 20,7 per cent of the 
response rate. Thereafter, training and dealer support department and service marketing 
which each totalled 12 responses with a response rate of 13,8 per cent. Lastly, seven 
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responses were from quality assurance and five from the CIC equating to 8,0 per cent and 5,7 
per cent of the response rate respectively. One respondent equating to 1.1 % skipped this 
question. 
 
The targeted sample count as specified in chapter 4 section 4.3.2 was: 
• Training and Dealer Support   30  
• Customer Interaction Centre (CIC)  6 
• Warranty and Maintenance Plans  29 
• Service Marketing    3 
• Quality Assurance    11 
• After-Sales Service    2 
 
5.4 PRESENTATION OF THE CAUSES OF WARRANTY COSTS 
This section will present the results of the questions pertaining to the causes of warranty 
costs. The responses will be presented in a table and a bar graph, followed by a few 
comments. The mean and standard deviation will also be presented and is briefly described 
below. 
Mean 
The mean is the average of all responses for a particular question. The mean is calculated by 
adding all the responses and then dividing by the number of participants (Kolb, 2008:254). 
The responses for section C of the questionnaire ranged from strongly disagree to strongly 
agree. On a scale of 1 to 5, 1 represented strongly disagree and 5 represented strongly agree. 
A mean that leans closer towards 5 would indicate respondents tend to agree with that 
particular statement and a mean that leans closer towards 1 would indicate that respondents 
tend to disagree with that particular statement. According to Collis and Hussey (2003:212) 
the mean ( ) is the arithmetical average of a frequency distribution. The formula for 
calculating single data is: 
 
x
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Equation 5-1: Mean 
 = ∑x ÷ n 
where 
 x = each observation 
 n = the total number of observations 
 ∑ = the sum of. 
Standard Deviation 
The standard deviation is a statistic that summarises the average distance of the values from 
the mean. The bigger the standard deviation the greater the variation or spread in the sample 
or distribution (McGivern, 2009:449). Collis and Hussey (2003:221) show the formula as: 
Equation 5-2: Standard deviation 
 
 where 
x = an observation 
x = the mean 
n = the total number of observations 
√ = the square root 
∑ = the sum of. 
The standard deviation is the most important measure of spread because it uses every value 
and is in the same units as the original data. The mean gives the centre of the distribution of 
data and the standard deviation gives a measure of the spread of the distribution (Collis & 
Hussey, 2003:222). If the standard deviation numbers are added and subtracted from the 
mean, they will show where most of the responses lie (Kolb, 2008:256). 
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5.4.1 Having claim assessment staff with technical background assessing claims 
reduces warranty costs at VWSA 
Table 5-8 and figure 5-8 provides information on the responses to the statement, having claim 
assessment staff with technical background assessing claims reduces warranty costs at 
VWSA in the sample of 88 respondents. Five participants did not provide an answer to this 
statement. 
Table 5-8: Response data for technically inclined staff assessing claims reduces 
warranty costs at VWSA 
Having claim assessment staff with 
technical background assessing     
claims reduces warranty costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 3 3,4% 
Disagree 6 6,8% 
Uncertain 5 5,7% 
Agree 32 36,4% 
Strongly agree 37 42,0% 
Total 83 94,3% 
 
 
Figure 5-8: Response data for technically inclined staff assessing claims reduces 
warranty costs at VWSA 
 
Table 5-8 and figure 5-8, shows the distribution of respondents who believe that technically 
inclined staff assessing warranty claims would reduce warranty costs at VWSA. A total of 
42,0 per cent of respondents strongly agreed, 36,4 per cent agreed, 3,4 per cent strongly 
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disagreed and 6,8 per cent disagreed. A total of 5,7 per cent of respondents neither agreed nor 
disagreed. Lastly, five participants which equates to 5,7 per cent did not answer this question. 
The mean was 4,13 which indicates that respondents agree to strongly agree that technically 
inclined staff assessing warranty claims would reduce warranty costs at VWSA. The standard 
deviation was 1,06 which shows the spread of the distribution of responses. 
5.4.2 There are enough claim assessment staff to handle the number of claims 
throughput at VWSA 
Table 5-9 and figure 5-9 provides information on the responses to the statement, there are 
enough claim assessment staff to handle the number of claims throughput at VWSA in the 
sample of 88 respondents. Five participants did not provide an answer to this statement. 
Table 5-9: Response data for the amount of claim assessment staff to handle the 
claims throughput at VWSA 
There are enough claim assessment 
staff to handle the number of claims 
throughput at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 3 3,4% 
Disagree 13 14,8% 
Uncertain 27 30,7% 
Agree 28 31,8% 
Strongly agree 12 13,6% 
Total 83 94,3% 
 
 
Figure 5-9: Response data for the amount of claim assessment staff to handle the 
claims throughput at VWSA 
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Table 5-9 and figure 5-9 shows the distribution of respondents who believe that there are 
enough claim assessment staff to handle the number of claims throughput at VWSA. Of the 
respondents, 13,6 per cent and 31,8 per cent strongly agreed and agreed respectively. A total 
of 3,4 per cent strongly disagreed and 14,8 per cent disagreed. The percentage of respondents 
that could neither agree nor disagree totalled 30,7 per cent. Lastly, five participants which 
equates to 5,7 per cent did not answer this question. The mean was 3,40 and standard 
deviation 1,04 which indicates that respondents are uncertain to agree that there are enough 
claim assessment staff to handle the number of claims throughput at VWSA. 
5.4.3 Not having enough claim assessment staff in relation to the number of warranty 
claims throughput increases warranty costs at VWSA 
Table 5-10 and figure 5-10 provides information on the responses to the statement, not 
having enough claim assessment staff in relation to the number of warranty claims 
throughput increases warranty costs at VWSA in the sample of 88 respondents. Five 
participants did not provide an answer to this statement. 
Table 5-10: Response data for not having enough claim assessment staff in relation to 
the number of claims throughput increases warranty costs at VWSA 
Not having enough claim assessment staff 
to handle the number of claims throughput 
at VWSA increases warranty costs 
Response 
Count 
Response 
Percentage 
Strongly disagree 4 4,5% 
Disagree 15 17,0% 
Uncertain 15 17,0% 
Agree 40 45,5% 
Strongly agree 9 10,2% 
Total 83 94,3% 
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Figure 5-10: Response data for not having enough claim assessment staff in relation 
to the number of claims throughput increases warranty costs at VWSA 
 
Table 5-10 and figure 5-10 shows the distribution of respondents who believe not having 
enough claim assessment staff in relation to the number of warranty claims throughput 
increase warranty costs at VWSA. From this information, 10,2 per cent and 45,5 per cent of 
respondents strongly agreed and agreed respectively. A total of 17,0 per cent of respondents 
disagreed and 4,5 per cent strongly disagreed. The percentage of respondents that could 
neither agree nor disagree totalled 17,0 per cent. Lastly, five respondents which equates to 5,7 
per cent did not answer this question. The mean was 3,42 and standard deviation 1,06 which 
indicates that respondents are uncertain to agree that not having enough claim assessment 
staff in relation to the number of warranty claims throughput increases warranty costs at 
VWSA. 
5.4.4 High warranty costs at VWSA are caused by poor practices and processes at 
dealers 
Table 5-11 and figure 5-11 provides information on the responses to the statement, high 
warranty costs at VWSA are caused by poor practices and processes at dealers, in the sample 
of 88 respondents. Five participants did not provide an answer to this statement. 
Table 5-11: Response data for high warranty costs at VWSA are caused by poor 
practices and processes at dealers 
High warranty costs at VWSA are caused 
by poor practices and processes at dealers 
Response 
Count 
Response 
Percentage 
Strongly disagree 5 5,7% 
Disagree 10 11,4% 
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Uncertain 7 8,0% 
Agree 37 42,0% 
Strongly agree 24 27,3% 
Total 83 94,3% 
 
 
Figure 5-11: Response data for high warranty costs at VWSA are caused by poor 
practices and processes at dealers 
 
Table 5-11 and figure 5-11 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by poor practices and processes at dealers. Of the respondents, an 
overwhelming 69,3 per cent agree with this statement, and the responses vary between agree 
and strongly agree. A total of 11,4 per cent disagreed and 5,7 per cent strongly disagreed. The 
percentage of respondents that could neither agree nor disagree totalled 8,0 per cent. Lastly, 
five respondents which equates to 5,7 per cent did not answer this question. The mean was 
3,78 and the standard deviation 1,17 which indicates that respondents tend to agree with this 
statement. 
5.4.5 Dealer dishonesty leads to high warranty costs at VWSA 
Table 5-12 and figure 5-12 provides information on the responses to the statement, dealer 
dishonesty leads to high warranty costs at VWSA in the sample of 88 respondents. Five 
participants did not provide an answer to this statement. 
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Table 5-12: Response data for dealer dishonesty leads to high warranty costs at 
VWSA 
Dealer dishonesty leads to high warranty 
costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 2 2,3% 
Disagree 12 13,6% 
Uncertain 18 20,5% 
Agree 29 33,0% 
Strongly agree 22 25,0% 
Total 83 94,3% 
 
 
Figure 5-12: Response data for dealer dishonesty leads to high warranty costs at 
VWSA 
Table 5-12 and figure 5-12 shows the distribution of respondents who believe dealer 
dishonesty leads to high warranty costs at VWSA. A majority of 58,0 per cent of respondents 
agree with this statement and the responses vary between agree and strongly agree. A total of 
2,3 per cent and 13,6 per cent strongly disagree and disagree respectively. The percentage of 
respondents that could neither agree nor disagree totalled 20,5 per cent. Lastly, five 
respondents which equates to 5,7 per cent did not answer this question. The mean was 3.69 
and standard deviation 1.09 which indicates that respondents tend to agree with this 
statement. 
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5.4.6 Customer dishonesty leads to high warranty costs at VWSA 
Table 5-13 and figure 5-13 provides information on the responses to the statement, customer 
dishonesty leads to high warranty costs at VWSA in the sample of 88 respondents. Five 
participants did not provide an answer to this statement. 
Table 5-13: Response data for customer dishonesty leads to high warranty costs at 
VWSA 
Customer dishonesty leads to high 
warranty costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 1 1,1% 
Disagree 17 19,3% 
Uncertain 21 23,9% 
Agree 30 34,1% 
Strongly agree 14 15,9% 
Total 83 94,3% 
 
 
Figure 5-13: Response data for customer dishonesty leads to high warranty costs at 
VWSA 
 
Table 5-13 and figure 5-13 shows the distribution of respondents who believe customer 
dishonesty leads to high warranty costs at VWSA. Exactly 50,0 per cent of respondents 
agreed with this statement and the responses vary between agree and strongly agree. A total 
of 1,1 per cent and 19,3 per cent strongly disagreed and disagreed respectively. The 
percentage of respondents that could neither agree nor disagree totalled 23,9 per cent. Lastly, 
five respondents which equates to 5,7 per cent did not answer this question. The mean was 
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3,47 and standard deviation 1,04 which indicates that respondents fall between uncertain and 
agree on this statement. 
5.4.7 Vehicle product quality is one of the major causes of high warranty costs at 
VWSA 
Table 5-14 and figure 5-14 provides information on the responses to the statement; vehicle 
product quality is one of the major causes of high warranty costs at VWSA in the sample of 
88 respondents. Eight participants did not provide an answer to this statement. 
Table 5-14: Response data for vehicle product quality is one of the major causes of 
high warranty costs at VWSA 
Vehicle product quality is one of the major 
causes of high warranty costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 0 0,0% 
Disagree 10 11,4% 
Uncertain 14 15,9% 
Agree 37 42,0% 
Strongly agree 19 21,6% 
Total 80 90,9% 
 
 
Figure 5-14: Response data for vehicle product quality is one of the major causes of 
high warranty costs at VWSA 
 
Table 5-14 and figure 5-14 shows the distribution of respondents who believe vehicle product 
quality is one of the major causes of high warranty costs at VWSA. An overwhelming 63,6 
68 
 
per cent of respondents agree with this statement and the responses vary between agree and 
strongly agree. None of the respondents strongly disagreed and 11,4 per cent disagreed. A 
total of 15,9 per cent of respondents neither agreed nor disagreed with this statement. Lastly, 
eight respondents which equates to 9,1 per cent did not answer this question. The mean was 
3,81 and standard deviation 0,94 which indicates that the respondents agree with this 
statement. 
5.4.8 Improvement in vehicle product quality would significantly reduce warranty 
costs at VWSA 
Table 5-15 and figure 5-15 provides information on the responses to the statement, 
improvement in vehicle product quality would significantly reduce warranty costs at VWSA 
in the sample of 88 respondents. Eight participants did not provide an answer to this 
statement. 
Table 5-15: Response data for improvement in vehicle product quality would 
significantly reduce warranty costs at VWSA 
Improvement in vehicle product quality 
would significantly reduce warranty costs 
at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 0 0,0% 
Disagree 2 2,3% 
Uncertain 9 10,2% 
Agree 41 46,6% 
Strongly agree 28 31,8% 
Total 80 90,9% 
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Figure 5-15: Response data for improvement in vehicle product quality would 
significantly reduce warranty costs at VWSA 
 
Table 5-15 and figure 5-15 shows the distribution of respondents who believe that an 
improvement in vehicle product quality would significantly reduce warranty costs at VWSA. 
An overwhelming majority of 78,4 per cent of respondents agree with this statement and the 
responses vary between agree and strongly agree. None of the respondents strongly disagreed 
and only 2,3 per cent disagreed. A total of 10,2 per cent of respondents neither agreed nor 
disagreed with this statement. Lastly, eight respondents which equates to 9,1 per cent did not 
answer this question. The mean was 4,19 and standard deviation 0,73 which indicates that the 
respondents agree to strongly agree with this statement. 
5.4.9 High warranty costs at VWSA are caused by poor quality parts supplied by 
suppliers of VWSA 
Table 5-16 and figure 5-16 provides information on the responses to the statement, high 
warranty costs at VWSA are caused by poor quality parts supplied by suppliers of VWSA in 
the sample of 88 respondents. Eight participants did not provide an answer to this statement. 
Table 5-16: Response data for high warranty costs at VWSA are caused by poor 
quality parts supplied by suppliers of VWSA 
High warranty costs at VWSA are caused 
by poor quality parts supplied by suppliers 
of VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 1 1,1% 
Disagree 9 10,2% 
Uncertain 21 23,9% 
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Agree 33 37,5% 
Strongly agree 16 18,2% 
Total 80 90,9% 
 
 
Figure 5-16: Response data for high warranty costs at VWSA are caused by poor 
quality parts supplied by suppliers of VWSA 
 
Table 5-16 and figure 5-16 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by poor quality parts supplied by suppliers of VWSA. The 
majority of respondents, being 55,7 per cent agreed with this statement with the responses 
varying between agree and strongly agree. A total of 1,1 per cent of respondents strongly 
disagreed and 10,2 per cent disagreed. The percentage of respondents that could neither agree 
nor disagree totalled 23,9 per cent. Lastly, eight respondents which equates to 9,1 per cent did 
not answer this question. The mean was 3,68 and standard deviation 0,96 which indicates that 
respondents tend to agree with this statement. 
5.4.10 High warranty costs at VWSA are caused by under-recovering costs from 
suppliers for poor quality parts supplied 
Table 5-17 and figure 5-17 provides information on the responses to the statement, high 
warranty costs at VWSA are caused by under-recovering costs from suppliers for poor 
quality parts supplied in the sample of 88 respondents. Eight participants did not provide an 
answer to this statement. 
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Table 5-17: Response data for high warranty costs at VWSA are caused by under-
recovering costs from suppliers for poor quality parts supplied 
High warranty costs at VWSA are caused 
by under-recovering costs from suppliers 
for poor quality parts supplied 
Response 
Count 
Response 
Percentage 
Strongly disagree 2 2,3% 
Disagree 11 12,5% 
Uncertain 28 31,8% 
Agree 29 33,0% 
Strongly agree 10 11,4% 
Total 80 90,9% 
 
 
Figure 5-17: Response data for high warranty costs at VWSA are caused by under-
recovering costs from suppliers for poor quality parts supplied 
 
Table 5-17 and figure 5-17 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by under-recovering costs from suppliers for poor quality parts 
supplied. Of the respondents, 11,4 per cent strongly agreed, 33,0 per cent agreed, 2,3 per cent 
strongly disagreed and 12,5 per cent disagreed. A total of 31,8 per cent of respondents neither 
agreed nor disagreed. Lastly, eight respondents which equates to 9,1 per cent did not answer 
this question. The mean was 3,43 and standard deviation 0,96 which indicates respondents 
are uncertain to agree on this statement. 
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5.4.11 High warranty costs at VWSA are caused by under-skilled technicians and 
mechanics at dealers 
Table 5-18 and figure 5-18 provides information on the responses to the statement, high 
warranty costs at VWSA are caused by under-skilled technicians and mechanics at dealers in 
the sample of 88 respondents. Eight participants did not provide an answer to this statement. 
Table 5-18: Response data for high warranty costs at VWSA are caused by under-
skilled technicians and mechanics at dealers 
High warranty costs at VWSA are caused 
by under-skilled technicians and 
mechanics at dealers 
Response 
Count 
Response 
Percentage 
Strongly disagree 0 0,0% 
Disagree 12 13,6% 
Uncertain 16 18,2% 
Agree 34 38,6% 
Strongly agree 18 20,5% 
Total 80 90,9% 
 
 
Figure 5-18: Response data for high warranty costs at VWSA are caused by under-
skilled technicians and mechanics at dealers 
 
Table 5-18 and figure 5-18 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by under-skilled technicians and mechanics at dealers. The 
majority of respondents, with 59,1 per cent agreed with this statement with the responses 
varying between agree and strongly agree. None of the respondents strongly disagreed and 
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13,6 per cent disagreed. A total of 18,2 per cent neither agreed nor disagreed. Lastly, eight 
respondents which equates to 9,1 per cent did not answer this question. The mean was 3,73 
and the standard deviation 0,98 which indicates respondents tend to agree with this statement. 
5.4.12 High warranty costs at VWSA are caused by under-trained warranty staff at 
dealers 
Table 5-19 and figure 5-19 provides information on the responses to the statement, high 
warranty costs at VWSA are caused by under-trained warranty staff at dealers in the sample 
of 88 respondents. Eight participants did not provide an answer to this statement. 
Table 5-19: Response data for high warranty costs at VWSA are caused by under-
trained warranty staff at dealers 
High warranty costs at VWSA are caused 
by under-trained warranty staff at dealers 
Response 
Count 
Response 
Percentage 
Strongly disagree 0 0,0% 
Disagree 17 19,3% 
Uncertain 15 17,0% 
Agree 39 44,3% 
Strongly agree 9 10,2% 
Total 80 90,9% 
 
 
Figure 5-19: Response data for high warranty costs at VWSA are caused by under-
trained warranty staff at dealers 
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Table 5-19 and figure 5-19 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by under-trained warranty staff at dealers. The majority of 
respondents totalling 54,5 per cent agreed with this statement with the responses varying 
between agree and strongly agree. None of the respondents strongly disagreed and 19,3 per 
cent disagreed. A total of 17,0 per cent of respondents neither agreed nor disagreed with this 
statement. Lastly, eight respondents which equates to 9,1 per cent did not answer this 
question. The mean was 3,50 and the standard deviation 0,95 which indicates that 
respondents lean more towards agreeing than disagreeing with this statement. 
5.4.13 High warranty costs at VWSA are caused by the lack of facilities and tools at 
dealers 
Table 5-20 and figure 5-20 provides information on the responses to the statement, high 
warranty costs at VWSA are caused by the lack of facilities and tools at dealers in the sample 
of 88 respondents. Eight participants did not provide an answer to this statement. 
Table 5-20: Response data for high warranty costs at VWSA are caused by the lack 
of facilities and tools at dealers 
High warranty costs at VWSA are caused 
by the lack of facilities and tools at dealers 
Response 
Count 
Response 
Percentage 
Strongly disagree 4 4,5% 
Disagree 29 33,0% 
Uncertain 17 19,3% 
Agree 22 25,0% 
Strongly agree 8 9,1% 
Total 80 90,9% 
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Figure 5-20: Response data for high warranty costs at VWSA are caused by the lack 
of facilities and tools at dealers 
 
Table 5-20 and figure 5-20 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by the lack of facilities and tools at dealers. Of the respondents, 
34,1 per cent agreed with this statement with the responses varying between agree and 
strongly agree. A total of 37,5 per cent of respondents disagreed, with the responses varying 
between disagree and strongly disagree. The percentage of respondents that could neither 
agree nor disagree totalled 19,3 per cent. Lastly, eight respondents which equates to 9,1 per 
cent did not answer this question. The mean was 3,01 and standard deviation 1,12 which 
indicates respondents are uncertain about this statement. 
5.4.14 High warranty costs at VWSA are caused by insufficient time allocation for 
technicians and mechanics to complete a repair 
Table 5-21 and figure 5-21 provides information on the responses to the statement, high 
warranty costs at VWSA are caused by insufficient time allocation for technicians and 
mechanics to complete a repair in the sample of 88 respondents. Eight participants did not 
provide an answer to this statement. 
Table 5-21: Response data for high warranty costs at VWSA are caused by 
insufficient time allocation for technicians and mechanics to complete a repair 
High warranty costs at VWSA are caused by 
insufficient time allocation for technicians 
and mechanics to complete a repair 
Response 
Count 
Response 
Percentage 
Strongly disagree 9 10,2% 
Disagree 33 37,5% 
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Uncertain 15 17,0% 
Agree 14 15,9% 
Strongly agree 9 10,2% 
Total 80 90,9% 
 
 
Figure 5-21: Response data for high warranty costs at VWSA are caused by 
insufficient time allocation for technicians and mechanics to complete a repair 
 
Table 5-21 and figure 5-21 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by insufficient time allocation for technicians and mechanics to 
complete a repair. Of the respondents, 47,7 per cent disagreed with this statement with the 
responses varying between disagree and strongly disagree. A total of 15,9 per cent agreed and 
10,2 per cent strongly agreed. The percentage of respondents that could neither agree nor 
disagree totalled 17,0 per cent. Lastly, eight respondents which equates to 9,1 per cent did not 
answer this question. The mean was 2,76 and the standard deviation 1,20 which indicates that 
respondents tend to be uncertain to disagree with this statement. 
5.4.15 Vehicle complexity, new technology and electronics being built into vehicles 
makes it difficult for mechanics and technicians to complete repairs which leads 
to high warranty costs at VWSA 
Table 5-22 and figure 5-22 provides information on the responses to the statement, vehicle 
complexity, new technology and electronics being built into vehicles makes it difficult for 
mechanics and technicians to complete repairs which leads to high warranty costs at VWSA 
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in the sample of 88 respondents. Eight participants did not provide an answer to this 
statement. 
Table 5-22: Response data for vehicle complexity, new technology and electronics 
being built into vehicles makes it difficult for mechanics and technicians to complete 
repairs which leads to high warranty costs at VWSA 
Vehicle complexity, new technology and 
electronics being built into vehicles makes 
it difficult for mechanics and technicians to 
complete repairs which leads to high 
warranty costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 3 3,4% 
Disagree 26 29,5% 
Uncertain 14 15,9% 
Agree 25 28,4% 
Strongly agree 12 13,6% 
Total 80 90,9% 
 
 
Figure 5-22: Response data for vehicle complexity, new technology and electronics 
being built into vehicles makes it difficult for mechanics and technicians to complete 
repairs which leads to high warranty costs at VWSA 
 
Table 5-22 and figure 5-22 shows the distribution of respondents who believe that vehicle 
complexity, new technology and electronics being built into vehicles makes it difficult for 
mechanics and technicians to complete repairs which lead to high warranty costs at VWSA. 
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Of the respondents, 13,6 per cent strongly agreed, 28,4 per cent agreed, 3,4 per cent strongly 
disagreed and 29,5 per cent disagreed. A total of 15,9 per cent of respondents neither agreed 
nor disagreed with the statement. Lastly, eight respondents which equates to 9,1 per cent did 
not answer this question. The mean was 3,21 and standard deviation 1,17 which indicates that 
respondents were uncertain about this statement. 
5.4.16 Early warning trends identified by analysts not communicated to claim assessors 
increases warranty costs at VWSA 
Table 5-23 and figure 5-23 provides information on the responses to the statement, early 
warning trends identified by analysts not communicated to claim assessors’ increases 
warranty costs at VWSA in the sample of 88 respondents. Eleven participants did not provide 
an answer to this statement. 
Table 5-23: Response data for early warning trends identified by analysts not 
communicated to claim assessors’ increases warranty costs at VWSA 
Early warning trends identified by analysts 
not communicated to claim assessors 
increases warranty costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 0 0,0% 
Disagree 16 18,2% 
Uncertain 17 19,3% 
Agree 37 42,0% 
Strongly agree 7 8,0% 
Total 77 87,5% 
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Figure 5-23: Response data for early warning trends identified by analysts not 
communicated to claim assessors’ increases warranty costs at VWSA 
 
Table 5-23 and figure 5-23 shows the distribution of respondents who believe early warning 
trends identified by analysts not communicated to claim assessors’ increases warranty costs at 
VWSA. Of the respondents, 50,0 per cent agreed with this statement with the results varying 
between agree and strongly agree. None of the respondents strongly disagreed and 18,2 per 
cent disagreed. A total of 19,3 per cent neither agreed nor disagreed. Lastly, 11 respondents 
which equates to 12,5 per cent did not answer this question. The mean was 3,45 and the 
standard deviation 0,93 which indicates that respondents tend to agree more with the 
statement than disagree. 
5.4.17 Increasing the warranty period as a sales and marketing strategy to attract 
customers increases warranty costs 
Table 5-24 and figure 5-24 provides information on the responses to the statement, increasing 
the warranty period as sales and marketing strategy to attract customers, increases warranty 
costs in the sample of 88 respondents. Eleven participants did not provide an answer to this 
statement. 
Table 5-24: Response data for increasing the warranty period as a sales and 
marketing strategy to attract customers increases warranty costs 
Increasing the warranty period as a sales 
and marketing strategy to attract 
customers increases warranty costs 
Response 
Count 
Response 
Percentage 
Strongly disagree 3 3,4% 
Disagree 17 19,3% 
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Uncertain 10 11,4% 
Agree 37 42,0% 
Strongly agree 10 11,4% 
Total 77 87,5% 
 
 
Figure 5-24: Response data for increasing the warranty period as a sales and 
marketing strategy to attract customers increases warranty costs 
 
Table 5-24 and figure 5-24 shows the distribution of respondents who believe that by 
increasing the warranty period as a sales and marketing strategy to attract customers increases 
warranty costs. Of the respondents, 53,4 per cent agreed with this statement with the 
responses varying between agree and strongly agree. A total of 3,4 per cent strongly 
disagreed and 19,3 per cent disagreed. The percentage of respondents that could neither agree 
nor disagree totalled 11,4 per cent. Lastly, 11 respondents which equates to 12,5 per cent did 
not answer this question. The mean was 3,44 and the standard deviation 1,09 which indicates 
that respondents tend to agree more with the statement than disagree. 
5.4.18 Increasing the warranty period because competitors increase their warranty 
period increases warranty costs 
Table 5-25 and figure 5-25 provides information on the responses to the statement, increasing 
the warranty period because competitors increase their warranty period increases warranty 
costs in the sample of 88 respondents. Eleven participants did not provide an answer to this 
statement. 
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Table 5-25: Response data for increasing the warranty period because competitors 
increase their warranty period increases warranty costs 
Increasing the warranty period because 
competitors increase their warranty period 
increases warranty costs 
Response 
Count 
Response 
Percentage 
Strongly disagree 3 3,4% 
Disagree 16 18,2% 
Uncertain 11 12,5% 
Agree 36 40,9% 
Strongly agree 11 12,5% 
Total 77 87,5% 
 
 
Figure 5-25: Response data for increasing the warranty period because competitors 
increase their warranty period increases warranty costs 
 
Table 5-25 and figure 5-25 shows the distribution of respondents who believe increasing the 
warranty period because competitors increase their warranty period increases warranty costs. 
Of the respondents, 53,4 per cent agreed with this statement with the responses varying 
between agree and strongly agree. A total of 3,4 per cent strongly disagreed and 18,2 per cent 
disagreed. The percentage of respondents that could neither agree nor disagree totalled 12,5 
per cent. Lastly, 11 respondents which equates to 12,5 per cent did not answer this question. 
The mean was 3,47 and standard deviation 1,10 which indicates that respondents tend to 
agree more with the statement than disagree. 
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5.4.19 High warranty costs at VWSA are caused by dealer up-selling certain 
components and claiming these under warranty 
Table 5-26 and figure 5-26 provides information on the responses to the statement, high 
warranty costs at VWSA are caused by dealer up-selling certain components and claiming 
these under warranty in the sample of 88 respondents. Eleven participants did not provide an 
answer to this statement. 
Table 5-26: Response data for high warranty costs at VWSA are caused by dealer 
up-selling certain components and claiming these under warranty 
High warranty costs at VWSA are caused 
by dealer up-selling certain components 
and claiming these under warranty 
Response 
Count 
Response 
Percentage 
Strongly disagree 0 0,0% 
Disagree 14 15,9% 
Uncertain 28 31,8% 
Agree 27 30,7% 
Strongly agree 8 9,1% 
Total 77 87,5% 
 
 
Figure 5-26: Response data for high warranty costs at VWSA are caused by dealer 
up-selling certain components and claiming these under warranty 
 
Table 5-26 and figure 5-26 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by dealer up-selling certain components and claiming these under 
warranty. Of the respondents, 9,1 per cent strongly agreed, 30,7 per cent agreed, 0,0 per cent 
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strongly disagreed and 15,9 per cent disagreed with the statement. A total of 31,8 per cent 
neither agreed nor disagreed with the statement. Lastly, 11 respondents which equates to 12,5 
per cent did not answer this question. The mean was 3,38 and the standard deviation 0,90 
which indicates that respondents are uncertain to agree with this statement. 
5.4.20 Repairs completed on vehicles not complained about by customers increases 
warranty costs at VWSA 
Table 5-27 and figure 5-27 provides information on the responses to the statement, repairs 
completed on vehicles not complained about by customers increases warranty costs at VWSA 
in the sample of 88 respondents. Eleven participants did not provide an answer to this 
statement. 
Table 5-27 : Response data for repairs completed on vehicles not complained about 
by customers increases warranty costs at VWSA 
Repairs completed on vehicles not 
complained about by customers increases 
warranty costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 0 0,0% 
Disagree 8 9,1% 
Uncertain 16 18,2% 
Agree 42 47,7% 
Strongly agree 11 12,5% 
Total 77 87,5% 
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Figure 5-27: Response data for repairs completed on vehicles not complained about 
by customers increases warranty costs at VWSA 
 
Table 5-27 and figure 5-27 shows the distribution of respondents who believe repairs 
completed on vehicles not complained about by customers increases warranty costs at 
VWSA. Of the respondents, a majority of 60,2 per cent agreed with this statement with the 
responses varying between agree and strongly agree. None of the respondents strongly 
disagreed and 9,1 per cent disagreed. A total of 18,2 per cent neither agreed nor disagreed. 
Lastly, 11 respondents which equates to 12,5 per cent did not answer this question. The mean 
was 3,73 and the standard deviation 0,84 which indicates that the respondents agreed with 
this statement. 
5.4.21 The geographical area that vehicles mainly operate in causes high warranty costs 
at VWSA.  E.g. Paint or corrosion costs along the coast and engine-related costs 
in inland areas 
Table 5-28 and figure 5-28 provides information on the responses to the statement, the 
geographical area that vehicles mainly operate in, causes high warranty costs at VWSA in the 
sample of 88 respondents. Twelve participants did not provide an answer to this statement. 
Table 5-28: Response data for the geographical area that vehicles mainly operate in, 
causes high warranty costs at VWSA 
The geographical area that vehicles mainly 
operate in, causes high warranty costs at 
VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 0 0,0% 
Disagree 12 13,6% 
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Uncertain 10 11,4% 
Agree 46 52,3% 
Strongly agree 8 9,1% 
Total 76 86,4% 
 
 
Figure 5-28: Response data for the geographical area that vehicles mainly operate in, 
causes high warranty costs at VWSA 
 
Table 5-28 and figure 5-28 shows the distribution of respondents who believe the 
geographical area that vehicles mainly operate in, causes high warranty costs at VWSA. An 
overwhelming 61,4 per cent of respondents agreed with this statement with the responses 
varying between agree and strongly disagree. None of the respondents strongly disagreed and 
13,6 per cent disagreed. A total of 11,4 per cent of respondents neither agreed nor disagreed. 
Lastly, 12 respondents which equates to 13,6 per cent did not answer this question. The mean 
was 3,66 and the standard deviation 0,87 which indicates that the respondents agreed with 
this statement. 
5.4.22 Not building cars according to the region in which it will operate increases 
warranty costs at VWSA 
Table 5-29 and figure 5-29 provides information on the responses to the statement, not 
building cars according to the region in which it will operate increases warranty costs at 
VWSA in the sample of 88 respondents. Twelve participants did not provide an answer to 
this statement. 
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Table 5-29: Response data for not building cars according to the region in which it 
will operate increases warranty costs at VWSA 
Not building cars according to the region in 
which it will operate increases warranty 
costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 3 3,4% 
Disagree 18 20,5% 
Uncertain 17 19,3% 
Agree 32 36,4% 
Strongly agree 6 6,8% 
Total 76 86,4% 
 
 
Figure 5-29: Response data for not building cars according to the region in which it 
will operate increases warranty costs at VWSA 
 
Table 5-29 and figure 5-29 shows the distribution of respondents who believe that by not 
building cars according to the region in which it will operate increases warranty costs at 
VWSA. Of the respondents, 6,8 per cent strongly agreed, 36,4 per cent agreed, 3,4 per cent 
strongly disagreed and 20,5 per cent disagreed. A total of 19,3 per cent neither agreed nor 
disagreed with the statement. Lastly, 12 respondents which equates to 13,6 per cent did not 
answer this question. The mean was 3,26 and the standard deviation 1,04 which indicates that 
respondents are uncertain to agree with this statement. 
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5.4.23 Usage intensity and customer driving habits increase warranty costs at VWSA 
Table 5-30 and chart 5-30 provides information on the responses to the statement, usage 
intensity and customer driving habits increase warranty costs at VWSA in the sample of 88 
respondents. Twelve participants did not provide an answer to this statement. 
Table 5-30: Response data for usage intensity and customer driving habits increase 
warranty costs at VWSA 
Usage intensity and customer driving 
habits increase warranty costs at VWSA 
Response 
Count 
Response 
Percentage 
Strongly disagree 1 1,1% 
Disagree 11 12,5% 
Uncertain 10 11,4% 
Agree 40 45,5% 
Strongly agree 14 15,9% 
Total 76 86,4% 
 
 
Figure 5-30: Response data for usage intensity and customer driving habits increase 
warranty costs at VWSA 
 
Table 5-30 and figure 5-30 shows the distribution of respondents who believe usage intensity 
and customer driving habits increase warranty costs at VWSA. A majority of 61,4 per cent 
agreed with this statement, with the responses varying between agree and strongly agree. A 
total of 1,1 per cent strongly disagreed and 12,5 per cent disagreed. Of the respondents, 11,4 
per cent neither agreed nor disagreed with the statement. Lastly, 12 respondents which 
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equates to 13,6 per cent did not answer this question. The mean was 3,72 and the standard 
deviation 0,97 which indicates that respondents agreed with this statement. 
5.4.24 High warranty costs at VWSA are caused by entertaining non-warranty claims 
as a customer retention and satisfaction strategy 
Table 5-31 and figure 5-31 provides information on the responses to the statement; high 
warranty costs at VWSA are caused by entertaining non-warranty claims as a customer 
retention and satisfaction strategy in the sample of 88 respondents. Twelve participants did 
not provide an answer to this statement. 
Table 5-31: Response data for high warranty costs at VWSA are caused by 
entertaining non-warranty claims as a customer retention and satisfaction strategy 
High warranty costs at VWSA are caused by 
entertaining non-warranty claims as a 
customer retention and satisfaction strategy 
Response 
Count 
Response 
Percentage 
Strongly disagree 3 3,4% 
Disagree 20 22,7% 
Uncertain 19 21,6% 
Agree 26 29,5% 
Strongly agree 8 9,1% 
Total 76 86,4% 
 
 
Figure 5-31: Response data for high warranty costs at VWSA are caused by 
entertaining non-warranty claims as a customer retention and satisfaction strategy 
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Table 5-31 and figure 5-31 shows the distribution of respondents who believe high warranty 
costs at VWSA are caused by entertaining non-warranty claims as a customer retention and 
satisfaction strategy. Of the respondents, 9,1 per cent strongly agreed, 29,5 per cent agreed, 
3,4 per cent strongly disagreed and 22,7 per cent disagreed. A total of 21,6 per cent neither 
agreed nor disagreed with the statement. Lastly, 12 respondents which equates to 13,6 per 
cent did not answer this question. The mean was 3,21 and the standard deviation 1,07 which 
is an indication that the respondents were uncertain about this statement. 
 
5.5 PRIMARY AND SECONDARY RESEARCH OBJECTIVES 
The primary objective of this study was to obtain the various causes of high warranty costs at 
VWSA. The secondary objective was to rank the main causes from highest to lowest. 
5.5.1 Findings: Causes of high warranty costs at VWSA 
The results of the questionnaire based on a literature review were presented under point 5.4 
above. From these results, the following areas displayed in table 5-32 were found to be the 
main causes of high warranty costs at VWSA, ranked from highest to lowest according to the 
mean and then by the per cent of agree and strongly agree combined. A mean well over 3 
would suggest that respondents tend to agree with a specific statement. The criteria for 
selecting the causes of high warranty costs from the survey results would therefore be: 
• A mean of 3.40 and a combined per cent of agree and strongly agree greater or equal 
to 50% 
Table 5-32: Causes of high warranty costs 
Statement Mean 
Standard 
Deviation 
% of 
Agree to 
Strongly 
Agree 
Improvement in vehicle product quality would 
significantly reduce warranty costs at VWSA. 
4,19 0,73 78,4% 
Having claim assessment staff with technical background 
assessing claims reduces warranty costs at VWSA. 
4,13 1,06 78,4% 
Vehicle product quality is one of the major causes of high 
warranty costs at VWSA. 
3,81 0,94 63,6% 
90 
 
High warranty costs at VWSA are caused by poor 
practices and processes at dealers. 
3,78 1,17 69,3% 
Repairs completed on vehicles not complained about by 
customers increases warranty costs at VWSA. 
3,73 0,84 60,2% 
High warranty costs at VWSA are caused by under-skilled 
technicians and mechanics at dealers. 
3,73 0,98 59,1% 
Usage intensity and customer driving habits increase 
warranty costs at VWSA. 
3,72 0,97 61,4% 
Dealer dishonesty leads to high warranty costs at VWSA. 3,69 1,09 58,0% 
High warranty costs at VWSA are caused by poor quality 
parts supplied by suppliers of VWSA. 
3,68 0,96 55,7% 
The geographical area that vehicles mainly operate in 
causes high warranty costs at VWSA.  E.g. Paint or 
corrosion costs along the coast and engine-related costs in 
inland areas. 
3,66 0,87 61,4% 
High warranty costs at VWSA are caused by under-trained 
warranty staff at dealers. 
3,50 0,95 54,5% 
Increasing the warranty period because competitors 
increase their warranty period increases warranty costs. 
3,47 1,10 53,4% 
Customer dishonesty leads to high warranty costs at 
VWSA. 
3,47 1,04 50,0% 
Increasing the warranty period as a sale and marketing 
strategy to attract customers increases warranty costs. 
3,44 1,09 53,4% 
Early warning trends identified by analysts not 
communicated to claim assessor’s increases warranty costs 
at VWSA. 
3,45 0,93 50,0% 
Not having enough claim assessment staff in relation to the 
number of warranty claims throughput increases warranty 
costs at VWSA. 
3,42 1,06 55,7% 
 
From the survey results, quality of the vehicles was the main cause of high warranty costs at 
VWSA. 
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5.5.2 Findings: Causes that do not affect high warranty costs at VWSA 
From the results of the questionnaire which was based on a literature review, the following 
areas displayed in table 5-33 did not affect high warranty costs at VWSA, ranked from 
highest to lowest according to the mean and then by the per cent of agree and strongly agree 
combined. 
Table 5-33: Causes that do not affect high warranty costs 
Statement Mean 
Standard 
Deviation 
% of 
Agree to 
Strongly 
Agree 
High warranty costs at VWSA are caused by under-
recovering costs from suppliers for poor quality parts 
supplied. 
3,43 0,96 44,3% 
There are enough claim assessment staff to handle the 
number of claims throughput at VWSA. 
 
3,40 1,04 45,5% 
High warranty costs at VWSA are caused by dealer up-
selling certain components and claiming these under 
warranty. 
3,38 0,90 39,8% 
Not building cars according to the region in which it will 
operate increases warranty costs at VWSA. 
3,26 1,04 43,2% 
Vehicle complexity, new technology and electronics being 
built into vehicles makes it difficult for mechanics and 
technicians to complete repairs which leads to high 
warranty costs at VWSA. 
3,21 1,17 42,0% 
High warranty costs at VWSA are caused by entertaining 
non-warranty claims as a customer retention and 
satisfaction strategy. 
3,21 1,07 38,6% 
High warranty costs at VWSA are caused by the lack of 
facilities and tools at dealers. 
3,01 1,12 34,1% 
High warranty costs at VWSA are caused by insufficient 
time allocation for technicians and mechanics to complete 
a repair. 
2,76 1,20 26,1% 
92 
 
5.6 LIMITATIONS OF THE STUDY 
From the literature review conducted in this study, it was found that many of the causes of 
high warranty costs were related to suppliers of the automotive manufacturer. The study was 
limited to relevant departments within VWSA. No suppliers of VWSA were targeted when 
distributing the questionnaire. The response from VWSA employees is thus an opinion on 
what they perceive is happening at these suppliers of VWSA. This renders the study to be 
subjective. The study would have been much more objective if respondents from these 
suppliers were also targeted. 
 
5.7 CONCLUSION 
The presentation and analysis of the responses from the questionnaire were presented under 
point 5.2 through to 5.4 above. The responses from Section A (Demographic information), 
section B (Current job information) and section C (Causes of warranty costs) were presented 
in tables and graphs. The findings were summarised under point 5.5.1 and 5.5.2 above. A 
total of 88 usable questionnaires were received totalling a response rate of 64 per cent. 
 
In the automotive industry, much emphasis is placed on sales and market share. The more 
products a company sells the more profit the company makes. Focusing only on sales does 
not guarantee huge profits, especially when the product being sold has a long warranty period 
in which faults could occur. Warranty costs can be a huge financial burden for a company. 
Manufactures spend millions and in some cases billions of rand in warranty costs each year. 
Reducing warranty costs significantly would increase the profitability in automotive 
companies. Before a company attempts to reduce warranty costs, it is important to understand 
what drives these costs. 
 
The number one cause of high warranty costs at VWSA is related to the quality of vehicles. 
With reducing car sales and increased rivalry between competitors, organisations are 
continuously seeking ways to reduce costs. These organisations must achieve these goals in a 
world of uncertainty where global market meltdowns and global recessions are the order of 
the day. In the motor manufacturing industry, an area where motor manufacturing 
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organisations could significantly reduce costs is through warranty pay-outs. Seeking the 
causes of these high warranty costs is a starting point to reduce warranty costs. Value will 
only be added once measures are put in place to reduce high warranty costs. This is an area 
where an organisation could gain a competitive advantage over its rivals and ensure longevity 
in this cutthroat industry. 
 
5.8 AREAS FOR FUTURE RESEARCH 
This research study provided a list of the causes of high warranty costs experienced at 
VWSA. The causes specified under section 5.5.1 above provide the foundation to reduce 
warranty costs at VWSA. Future research could compare these causes experienced at VWSA 
with other motor manufacturers in South Africa.  
 
Further research could possibly delve into the actual reduction of warranty costs based on 
these causes. Identifying the causes of high warranty costs points out what drives the costs. 
Value would be added once actions are put in place to reduce warranty costs. The best 
possible point of departure to reduce warranty costs would be to start at the causes identified 
in this study. 
 
5.9 RECOMMENDATIONS 
The recommendations are based on the results of the study. 
• Gather all key individuals from the warranty, quality and production departments to 
address the list of high warranty costs that this study has shown. These individuals 
would have the knowledge and influence to act on these findings. 
 
• Establish a warranty cost reduction committee to continuously find innovative ways 
to reduce warranty costs. 
 
• To analyse the impact on cost saving between increasing costs to improve quality and 
therefore reducing warranty costs, versus the current quality status at VWSA. Would 
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it be viable to spend more funds to improve quality, or continue paying funds to 
repair quality warranty related problems? 
 
• Seek cost efficient methods to improve quality.  
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ANNEXURE B: QUESTIONNAIRE AND SUPPORTING DOCUMENTS 
THE RESEARCH SURVEY 
 
 
09 November 2011 
 
103 Algoa Road  
Uitenhage 
 
Dear Respondent 
 
I am currently engaged in a research project which seeks to determine the causes of 
high warranty costs experienced at VWSA. 
 
The research survey forms part of the requirement to complete a Master’s degree in 
Cost and Management Accounting, and is intended exclusively for this purpose.  
 
Below is a link to the questionnaire that should not take longer than ten (10) minutes 
to complete. The questionnaire consists of Section A (Demographic Information), 
Section B (Current Job Information) and Section C (Causes of Warranty Costs). Your 
answers to this survey will remain completely confidential. Results will be presented 
as summaries in the dissertation and individual respondents will not and cannot be 
identified.  
 
I would appreciate it if the questionnaire could be completed by the 25th of November 
2011. 
 
If you have any questions about the survey, please contact me on 041 996 6064 / 
071 869 8799 or blign03@vwsa.co.za 
 
Thank you in advance for your time and consideration. 
 
Yours sincerely 
B. Blignaut (Mr) 
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QUESTIONNAIRE 
 
 
SECTION A – DEMOGRAPHIC INFORMATION 
 
Please supply the following information by marking with “X” in the appropriate box. 
 
1. What is your gender? 
Male  
Female  
 
2. What is your race? 
Asian  
Black  
White  
Coloured  
 
3. What is your age in years? 
18 – 25 years  
26 – 35 years  
36 – 45 years  
46 – 55 years  
56 – 65 years  
 
4. What is the level of education that you have completed? 
First academic qualification(s)  
Second and further qualification(s)  
Professional qualification(s)   
Other (please specify)………………………………………..  
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SECTION B – CURRENT JOB INFORMATION 
 
5. How long have you been employed at Volkswagen Group South Africa? 
 
0 – 4 years  
5 – 10 years  
6 – 15 years  
16 – 20 years  
21 – 30 years  
31+    years   
 
6. What level of management are you? 
Division Head  
Manager  
Supervisor / Specialist  
Staff  
 
7. In which section of VWSA Group division do you work? 
Training and dealer support  
Customer interaction center (CIC)  
Warranty and maintenance plans  
Service Marketing   
Quality Assurance  
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SECTION C – CAUSES OF WARRANTY COSTS 
The following questions were derived from an academic literature review. 
Please indicate how strongly you agree or disagree with the following statements by 
marking “X” under the number that best represents your opinion. 
No.   
St
ro
ng
ly
 
di
sa
gr
ee
 
D
is
ag
re
e 
U
nc
er
ta
in
 
A
gr
ee
 
St
ro
ng
ly
 
A
gr
ee
 
Claim Assessment 1 2 3 4 5 
              
8.1 
Having claim assessment staff with a technical 
background assessing claims reduces warranty 
costs at VWSA. 
           
8.2 There are enough claim assessment staff to handle the number of claims throughput at VWSA. 
          
8.3 
Not having enough claim assessment staff in 
relation to the number of warranty claims 
throughput increases warranty costs at VWSA.           
 
Dealers 1 2 3 4 5 
9.1 High warranty costs at VWSA are caused by poor practices and processes at dealers. 
          
9.2 Dealer dishonesty leads to high warranty costs at VWSA.           
9.3 Customer dishonesty leads to high warranty costs at VWSA. 
          
 
Quality and Usage Environment 1 2 3 4 5 
10.1 Vehicle product quality is one of the major causes of high warranty costs at VWSA.           
10.2 Improvement in vehicle product quality would significantly reduce warranty costs at VWSA.           
10.3 High warranty costs at VWSA are caused by poor quality parts supplied by suppliers of VWSA.           
10.4 
High warranty costs at VWSA are caused by under 
recovering costs from suppliers for poor quality 
parts supplied.           
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Dealer training, skills, facilities and product 
complexity 1 2 3 4 5 
11.1 High warranty costs at VWSA are caused by under skilled technicians and mechanics at dealers.           
11.2 High warranty costs at VWSA are caused by under trained warranty staff at dealers.           
11.3 High warranty costs at VWSA are caused by the lack of facilities and tools at dealers. 
          
11.4 
High warranty costs at VWSA are caused by 
insufficient time allocation for technicians and 
mechanics to complete a repair.      
11.5 
 
Vehicle complexity, new technology and electronics 
being built into vehicles makes it difficult for 
mechanics and technicians to complete repairs 
which leads to high warranty costs at VWSA. 
      
 
Communication : Claim Assessors and Analysts 1 2 3 4 5 
12 
 
Early warning trends identified by analysts not 
communicated to claim assessor’s increases 
warranty costs at VWSA. 
           
 
Sales and marketing strategy 1 2 3 4 5 
13.1 
 
Increasing the warranty period as a sale and 
marketing strategy to attract customers increases 
warranty costs. 
           
13.2 
 
Increasing the warranty period because 
competitors increase their warranty period 
increases warranty costs. 
           
 
 
Dealer Focus and Profitability 1 2 3 4 5 
14.1 
 
High warranty costs at VWSA are caused by 
dealers up-selling certain components and claiming 
these under warranty. 
           
14.2 
Repairs completed on vehicles not complained 
about by customers increases warranty costs at 
VWSA.           
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Geographical Area 1 2 3 4 5 
15.1 
 
The geographical area that a vehicle mainly 
operates in causes high warranty costs at VWSA. 
E.g. Paint or corrosion costs along the coast and 
engines related costs in inland areas. 
           
15.2 Not building cars according to the region in which it will operate increases warranty costs at VWSA.           
 
Customer driving habits 1 2 3 4 5 
16 Usage intensity and customer driving habits increases warranty costs at VWSA.           
 
Customer satisfaction and retention 1 2 3 4 5 
17 
High warranty costs at VWSA are caused by 
entertaining non warranty claims as a customer 
retention and satisfaction strategy.           
 
 
 
 
 
 
 
THANK YOU FOR COMPLETING THIS QUESTIONNAIRE 
 
